STUDIES IN ECONOMICS AND POLITICAL SCIENCE 

Edited by the Hon. W. PEMBER REEVES, 

Director of the London School of Economics. * 

No, 37 in the Series of Monographs by Writers connected 
with the London School of Economics and Political Science. 



THE NATURE AND FIRST PRINCIPLE 
OF TAXATION 









S '2SV 

THE NATURE AND ^ 
FIRST PRINCIPLE 
OF TAXATION 







»y 


ROBERT JONES 

B.$c,(Econ*) 


I f i, f 1 , f 




WITH A PREFACE BY 

SIDNEY WEBB, LL.B. 



LONDON 

P. S. KING & SON 
ORCHARD HOUSE 
WESTMINSTER 




AUTHOR’S INTRODUCTION. 


The writer is indebted to Professor Edwin Can- 
nan for many suggestions and criticisms, mainly 
embodied here as improvements upon the original 
plan. The term “ quasi-taxes ,” as used in this 
book, was one such suggestion : the phrase originally 
used was “ mixed taxes” 

Taxation is a subject not usually associated 
with the. lighter or more cheerful thoughts of men. 
Bright exceptions there are, such as Sydney Smith’s 
lively description of the career of the schoolboy 
who “ whips his taxed top,” who rides, as a youth, 
on a taxed horse with a taxed bridle along a taxed 
road, who dies at last, in a bed taxed 22 per cent., 
after taking his last drop of medicine, taxed 7 per 
cent., in a spoon that has paid 15 per cent.; “ his 
virtues are handed down to posterity upon taxed 
marble; and he is then gathered to his fathers,.— 
to be taxed no more.” The jest is somewhat grim. 
There is a lighter touch in a Bluebook upon Taxa¬ 
tion, to be cited as C. 9528, 1899, where I find 
on page 171 the following answer to the question 
as to what would be the effects of excusing tenants 
from paying their rates. 

"12. If occupiers were allowed to deduct either 
rates, or the cost of getting their hair cut, or any 
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other expense, from their rents, then their rents 
would,be that much higher. If they were not 
allowed to deduct the income tax their rents would 
be that much lower.” 

But such admixtures of wit and wisdom are very 
rare in the literature of taxation, and if their mention 
here, and the allusion to Professor Cannan (who 
first brought to the Dismal Science the saving- 
human grace of humour) arouses a hope in any 
reader that the new humour of the new economists 
will be represented in this book, I can but sym¬ 
pathise with his disappointment, and look forward, 
with him, to the time when the laws of economics 
and of taxation will be too surely based for then- 
clerics to fear or suspect the effects of any shock 
that might come from the waves of even the heartiest 
laughter. Meanwhile, there is spadework to be 
done, and most of it is somewhat dull in the doing 
and in the telling. 

A dignitary of the Church has told us, quite 
recently, that he finds the payment of his income 
tax an exhilarating duty; and that is a splendid 
lesson in citizenship. Chancellors of the Exchequer 
also, no doubt, find in the payment of income tax 
(and of other taxes) a healthy and inspiring proof 
of national hfe; and our neighbours across Channel 
have attempted to define taxation as an expression 
of national solidarity. So that, even from the tax¬ 
payer s point of view, it seems as if the subject is 
not necessarily doomed to be for ever divorced 
from cheerfulness. I offer these faint portents of 
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hope to the reader who nods over this volume. His 
grandson, perhaps, will open a new volume on Taxa¬ 
tion with a smile. We cannot assess the value of 
a possible grandson’s possible smile: but hope is 
one of the foods of life, not one of its soporifics. 

The arrangement of this work makes it possible 
for the reader to make himself acquainted with its 
contents in whatever degree of completeness his 
leisure, energy or inclination suggests, by turning 
£{)——» 

(a) The Summary; 

(b) The general argument as given in Chapters 

I and III. 

(c) The case with its limitations given in Chapters 

I, III, IV. 

(d) The whole statement of the four chapters, 

with the use of the brief summaries of the 
sections of Chapter II, and such of the 
quotations in that chapter as arouse any 
individual interest. 

The Appendix to Chapter I is rather for reference 
than for reading. It forms the raw material of 
the argument elaborated in that Chapter. 

The Appendix on Family Budgets in relation to 
Taxes is not intrinsically a part of the thesis of 
the book, but it touches upon the whole of the 
problem of “ Incidence ” (a word I have thought 
fit to avoid altogether), and it is closely bound up 
with what is at the back of most people’s minds 
when the distribution of taxes is under discussion. 
What proportion of taxes rich people and poor 
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people ought to pay, what proportion of taxes 
they are actually paying, are questions of tremendous 
practical importance. The general relation of these 
questions to the special object of this work, and 
their significance in national life, are ample justifica¬ 
tion for so much of a wandering from the question 
at issue as this Appendix represents. 

The quotations given are from the original sources, 
except where (as stated) a standard translation 
has been used; and in these cases the original also 
has been consulted. The translations from French, 
German, Italian, Latin and Greek works have 
been made direct from the originals, but quotations 
from books in Asiatic languages are given from 
translations already issued. 

There are likely to be some errors, and there are 
certain to be serious omissions, in a work of this 
kind, and the writer will be grateful to any one 
who calls his attention to errors or omissions. 

ROBERT JONES. 

London School of Economics, W.C. 

November, 1913. 
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PREFACE. 


Whether this book will reconcile any tax¬ 
payer to the burden laid upon him by the Chancellor 
of the Exchequer must remain obscure. There 
are some people, it may be suspected, who would 
rather pay taxes than read about them ! But to 
all who seek to understand the How and Why of 
taxation, it will be of the greatest use. Those who 
have written about taxes are almost as numerous 
as the taxes themselves; and in collecting and 
comparing these; diverse opinions and definitions, 
Mr. Jones has done us all a valuable service. His 
skilful analysis of the real nature of taxation, and of 
the necessary limitations of each of the celebrated 
“ axioms ” by which successive Finance Ministers 
have pretended to be guided, amounts to an advance 
in the science. 

When an economist thinks about taxation he 
cannot get away from the notion of compulsorily 
levying revenue for the purposes of Government. 
That, as Mr. Jones shows, is essentially the meaning 
—we may say the hateful meaning—of the term, in 
history, literature and law, as well as in the usage 
of Treasury Clerks and “ bold, bad ” Chancellors. 

If they have to pick our pockets, how best can it 
be done ? Along this line Mr. Jones conducts 
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us skilfully enough to the practical ideal of a steeply 
graduated income tax, which shall discreetly stop 
short of being “ Procrustean.” It was not part of 
Mr. Jones’s thesis to explore what might perhaps 
be called the “ subliminal self ” of taxation, though 
he gives us some hints ! 

The irresponsible preface-writer is puckishly im¬ 
pelled to inquire, What would happen to the Budget 
of the United Kingdom if the thousand richest 
millionaires of the world, “ worth ” in the aggregate 
perhaps two hundred and fifty millions a year, 
suddenly presented all their wealth to the Chancellor 
of the Exchequer, as eccentric testators of small sums 
occasionally do; and if the annual income thus 
transferred proved just sufficient to defray the present 
total cost of national and local administration ? 
We could then afford to abolish, in one wild night 
of joyous revolution, all our rates and taxes. Should 
we do so ? The question is worth pondering over. 
Some people would recall what happened when 
gin was untaxed, and there might be drawbacks 
to universally untaxed dogs and unlicensed guns. 
Moreover, why because the nation had collectively 
become richer, should it bestow largess on an arbi¬ 
trarily selected minority of individual property 
owners by letting them off tithe and land-tax ? 

If the community took time to think the matter 
out, and managed, somehow, to escape the influence 
of these property owners, it is conceivable that it 
might find that there were very few taxes worth 
abolishing, even if their revenue were not required 
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to enable our Governments to pay their way. 
It is time that some one made a stand for the 
positive advantages of taxations. In sober truth, 
there are in the United Kingdom of to-day not 
a few taxes that we could not afford to lose, even 
if we did not need the revenue. 

It is time, too, that we emphasized the fact that 
a large part of what we call taxation is merely the 
collective ownership of a portion of the income of the 
country. The Government, it has been well said, 
is not only a co-owner with every individual land¬ 
lord, but also a sleeping partner in every business 
enterprise. When we remember that the total 
amount raised by national and local taxation in 
1913 is really little more per head of population 
than was being raised in r<S 13, although the product 
per head, and rent and profits, have, in the aggre¬ 
gate, enormously increased, we may lx; tempted 
to ask, Why has the Chancellor of the Exchequer 
allowed the community to he “done” out of its 
legitimate share of this increment ? There is cer¬ 
tainly no reason why any part of the share that the 
nation still receives should ever be alienated for 
individual private advantage. 

Yet another consideration has to be borne in 
mind before we can dismiss the subject. The 
economists have analysed the effect of taxation in 
diminishing individual incomes; and they are 
led, as Mr. Jones well shows, to the conclusion that 
taxes should skim off everywhere the “least useful" 
portions of those incomes. An analysis of no less 
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significance might be made into the effect upon the 
nation’s expenditure of wisely adjusted taxation. 
Ought we not by taxation to cut off the least useful 
part of the national expenditure ? For whether 
our object be the greatest material wealth, or the 
most perfect life, it matters to us a great deal whether 
much or little of the national income is spent in ways 
which make us healthier, and wiser, and wealthier; 
or whether it is spent in ways which make us less 
healthy, less wise, and less wealthy. Now how dews 
the matter stand in this respect between the two 
and fifty millions sterling that we spend each year 
collectively, and the eighteen hundred millions 
sterling, or thereabouts, that we spend each year 
individually ? The economists told us, years ago, 
that, of the then aggregate of private incomes, at 
least five hundred millions a year is spent in ways 
that we can in no sense justify—in riotous living that 
impairs our health, in foolish extravagancies that 
actually lessen our aggregate enjoyment, in a 
consumption of so-called luxuries that, far from 
increasing our capacity, make us at once less 
wealthy, less healthy, and less wise. This is rather 
a scathing indictment. Of the incomes of which 
we are allowed the individual spending, wc waste 
(or worse than waste) something like a third. In¬ 
efficient and wasteful as our Governments may be, 
no such indictment can be brought against that 
portion of the national income of which they retain 
the spending. Government expenditure is, in fact, 
far more wisely done (on any view of wisdom) than 
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the average of private expenditure. There is no 
getting away from the inference that a progressive 
transfer of more and more of the national income 
from individual to collective channels, would result 
in a positive improvement in the character of the 
nation’s total expenditure. By improvement is 
meant that a larger proportion of the national 
income would then be devoted to purposes of per¬ 
manent utility, as distinguished from momentary 
enjoyment; a larger proportion would be given to 
needs that are primary, as compared with needs 
that are secondary; a larger proportion would be 
allocated to the maintenance of health, and a smaller 
proportion to indulgences destructive of health; a 
larger proportion would be laid out on the children, 
and a smaller proportion on the adults; a larger 
proportion would be appropriated to things of the 
mind, and a smaller proportion to things of the body. 
We ought to think of this, when we are invited by 
abolishing taxes to transfer some of our collective 
income to individual pockets. 

There are other beneficences of taxation, but I 
ought not to seem to implicate Mr. Jones in such 
unconventional opinions. Yet a volume about taxes 
must not be allowed to treat them as being wholly 
evil! 

SIDNEY WEBB. 

41, Grosvenor Road, Westminster, 

November , 1913. 


The Nature and First Principle 
of Taxation 


CHAPTER I. 

The Nature of a Tax. 

I. 

Taxation is a, part of public revenue, which in turn is a 
part of public finance. The whole theory of public finance 
should then include a theory of expenditure, a theory of the 
relations between revenue and expenditure, and a theory 
of revenue. This last at least would contain more than one 
theory, corresponding to such different parts of revenue 
as were on different bases ; and one of the most important 
would be a theory of taxation. 

No objective theory of expenditure has yet appeared. 
Such subjective theories as have been framed drive back 
to the doctrines of greatest present and greatest future 
benefits. This offers a goal rather than a path, and is as 
applicable to questions of collecting as to questions of 
spending. More progress has been made with the theory of 
expenditure, just as in economics, the theory of produc¬ 
tion is farther advanced than the theory of consumption. 

There are clear lines of distinction between certain sources 
of revenue, and one source, taxation, can be separated out 
as a definite thing, though not generally expressible, in 
every concrete case, in a definite sum. For although it is 
possible to distinguish between what is taxation and what 
is not, it is impossible to say how much of the revenue of the 
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British Government, or of the London County Council, 
represents a real tax. Of certain items, such as the pro¬ 
ceeds of the Income Tax, it is possible to say that they 
represent taxes in the strictest sense, and no more. Of 
others, such as the profits from municipal tramways, we 
may say that they contain no element of taxation. But 
there are many payments made to governing bodies of 
which a portion may be strictly comparable with payments 
made by a purchaser in a shop, whilst another portion is 
truly and exclusively a tax. It is not essential to a correct 
theory that we should be able to say how much of n given 
sum of this kind is to be written down as a tax. What is 
essential is that we should have some satisfactory lest 
enabling us to detect the presence or absence of the fax- 
element, as chemical reagents enable the physicist to detect 
the presence or absence of copper or iron. 1 f a quautitat ire 
analysis can be added to the qualitative analysis, so much 
the better. 

If, then, taxation is indeed a distinct and separable part 
of public revenue, as common speech and cmimiun usage 
suggest, it must have some distinctive qualities by whirii 
it can always be traced and recognised. Whether A be 
found pure and unmixed, or combined with other elements, 
it should be possible, once its essential characteristics are 
known, to detect its presence, and, however incompletely, 
to assess its amount. And when, as now happens, human 
societies show a tendency towards increased public revenues, 
different groups and classes of men are naturally driven 
to inquire how far the system of taxation under which they 
live is in accordance at once with the just claims and duties 
of their group or class, and with the proper needs nf the 
community. The canons of justice by which they will 
measure their obligations will be those of the age and of the 
community in which they live, coloured and modified by 
the thought and feeling of their class, and of their own 
individual convictions. Yet there is always, in these 
assessments of justice, some sort of a, Court of Appeal -in 
this case the findings of economic and political science. 

It is essential, at the outset, that we should know, as 
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infalHNy as may be, what exactly taxation is, and thus 
(wiu.t- is f.Uen of more immediate import) what it is not. 
Nils Is but to insist on an accurate definition. 

W e have now two branches of inquiry indicated : the 
relation oi taxation to the general subject of public finance, 
and the criteria of a true tax. As each of these inquiries 
assumes the existence of taxation as a distinct and definite 
dung, we are at liberty to take them in the order given. 

, 1 V- SS, ' ,r B;KtuW< ‘ r, ’ n?id ‘ ,rs PuWic finance under the 
Headings Public Expenditure; Public Revenue; the 
kelatmnni Expenditure and Receipts; Financial Adminis¬ 
tration and ( "iitrol. Loral and National finance are 
f ivatud oMirnrreiilly. 

_ Profes-.or (Enraii makes the following divisions—The 
Iheuiy oi 1 axes ; Revenue from State Property and State 
1 railing (Staalsbesitz und Staatsbetrieb); Tire Nature of 
Pubhe 1 Elds fMaalshcliuldcnwesen) ; State Expenditure 
and the Stale; Local finance; Historical Review. 

A third arrangement is shown in " Science des Finances ” 
of MM. Iioucanl et Jeze,- The Budget ; The State as 
Debtor; I be State as Creditor (including Taxation); 
Treasury Service ; Control of the 'Budget. 

For a fourth and last example we may take Walker’s. 
He daces the revenue of the State in this manner : Volun¬ 
tary Contributions ; Lucrative Prerogatives; Public Pro- 
peify, and State 1 Enterprise ; Quasi-Taxes (which is sub¬ 
divided into Monopolies, Lotteries, Purveyance, Fees, 
Seigniorage upon the coin, Thu Issue of Paper Money), 
and lastly, Taxation in its various forms. 

Hiese examples are sufficient to show how wide are the 
possible divergencies of treatment. One plan is centred 
round administrative custom, another begins with a theory 
and ends with a history, a third is built about the Budget. 
But we are only concerned, for the purposes of this inquiry, 
with noting the place that taxation takes in relation to 
public finance, and for this the simplest method of classifica¬ 
tion is as useful as any other. We can divide public finance 
into its two brandies. Revenue and Expenditure, leaving 
the question of the relations of the two parts to each other, 
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and the administration of each to be treated under the two 
general headings, or as introductory or complementary 

matter. 

The inclusion of local with national finance, or their 
separation, is not to be decided quite so summarily, but it 
is a matter to be settled even more dogmatically. If it be 
urged that a separate consideration of local finance, and of 
the relations between it and national finance, is necessary 
in order to avoid an arrangement likely to put a dozm 
chapters into one paragraph, there will be general assent, 
quite apart from views about the district, township, or 
borough being “either a microcosm of the State or some¬ 
thing opposed to it.” (Ernst Meyer, quoted by Pro¬ 
fessor Conrad, Grundriss, III. ifir.) 

But if it wore urged that the differences between local and 
national finance are so vital that a separate examination is 
necessary because of differences in the theory of the two, 
just as it has been suggested that a distinct theory of inter¬ 
national trade could be built up, having its own rxriusivr 
laws, then it is not unfair, in one ca.se or in the of h<*r, to ml; 
what are the differences that call for a separate theory. 

No such differences have yet been pointed out. When we 
have satisfied ourselves as to wind: is and what is not taxa¬ 
tion, we shall be able to recognise taxes under any name, 
whether levied by sovereign or subordinate bodies When 
we know their nature, we shall be able to investigate the 
laws of their action, irrespective of tin* person or the 'body 
that imposes them. 

We may now consider the parts into whieh revenue may 
be divided, in order to bring out the relation which taxc*< 
bear to the other parts, and to the whole of revenue. Thr^e 
parts have been arranged by various writers under surh 
heads as Fees, Taxes, Quasi-Taxes, Kents of the Domain, 
Prerogative Rights, Profits of Stab* Industry, Forced 
Services, Contributions, Monopoly Profits, Fines, Lotteries, 
Purveyance, Tributes, Rates, Assessments, Customs and 
Excise* The question is discussed in Professor Bustuble’s 
" Public Finance/* BL 1 L Chap. I 
The method of classification depends on the purpose in 


THE NATURE OF A TAX. 


5 


view. There is no one system that is best for all inquiries, 
economic, administrative, political. On a prclirhinary 
examination of the items given above, there appear some 
that can be grouped together, perhaps at first quite roughly : 
Rents of the Domain, Monopoly Profits, Profits of State 
Industry, Lotteries (Fees). In the first three, and some¬ 
what less clearly in the case of Lotteries and Fees, the pay¬ 
ments are made in return for something offered—the use of 
land or goods, the chance of a big prize, the service of a 
legal or other department. The word “profits” would 
cover this group fairly well. 

A second group may be formed thus,— 

I'orced Services, "Faxes, Fines, Prerogative Rights, (Cus¬ 
toms, Excise;) (Purveyance). 

Here a general characteristic of compulsion appears and 
the distinguishing mark of tin; first group, payment for 
something offered in re!urn, is missing. Since these two 
groups include the majority of the terms that have been 
used to indicate the subdivisions of revenue, we have hen* a 
suggestion of a. simple grouping into two main divisions, 
whieh we may call for the present, (i) profits and (2) forced 
payments or seniors. 

Among’ the few items that are omitted from both groups, 
there is one that is significant because of its importance- - 
raters. If we had in mind, when forming the first group, a 
citizen paying his water-rate, we should have beei/inclined 
to consider that payment as a payment for something 
offered in return " (in this ease, a supply of water), and we 
should certainly have intituled “ rates " in this group. Had 
we been thinking, however, of a wealthy bachelor citizen 
paying his education rale, we should as certainly have' put 
M rates ” in the other group, for we cannot here recognise 
any “ payment for something in return.’* 

Ibis suggests a group midway between the two we have 
formed. So far, then, we have these groups 

(a) Forced Payments or Services, of which “taxes" 
are the chief item. 

(h) Profits, Reids, and Pees, which may be grouped 
broadly under “ Profits." 
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(c) Cases between (a) and ( b ). 

(d) 'The doubtful or remaining items, i.e. Ouasi-Taxe- 
Borrowings, Tributes. 

We may deal first with the third group, if if p p. . . .ildc 
to trace a rate or similar charge, and t<> fix if <It-lin; f a~ ;i 
payment for something offered in return, or deiiniiclv a.- ;t. 
forced payment, then it can be classed in the iir-t or second 
group. But if it cannot be put definitely in the ,,,■ p,,. 
other group, the third division will be nere-surv. ( Iii;i j. 
Taxes would belong to this third group, and • un, ,-i. name 
might be taken to cover the whole group, giviu: w 

(a) Forced Payments; or 'luxes. 

(b) Profits. 

(c) Quasi-Taxes. 


As to Borrowings and Tribi 1 It-s. 15.unmin,:; ••aivfe l tainh 

not to be classed with Taxes, except in the 1 r !l 

Loans, which might reasonably be grouped vdib honed >, { - 
vices. To revert to our former phr;e.e, \ve may eei minle stv 
that loans to a government are " paymentr -.omething 
offered in return, i.e. a guarantee o| inetime. i hi, t i,jj. idef’ 
ation ought to be decisive in allocating “ Borrow iue- " to it s 
proper group. But the phrase we have so far : ,.|..pteil to’ 
cover this group, “Profits,” is hardly elastic emm-h jo 
carry " Borrowings ” as one of its subdivi -ion-, i-p,- p.k 
reason we will put Borrowings and Tributes in a distinct 
group,, only marking the relation we have ju t mentioned 
by a simple adjustment of pus,it ion in t| H . pddr on p;iM,. _. fi 
It may fairly be questioned, Jiuwev.T, whether loans' form 
part of real revenue at all. Prof,.,.or c alllia „ , as ,. ;i j ,, h1 
attention to the charaeterisjic regularity in this connec¬ 
tion. The regular tribute of nmrse torn,.' part of revenue. 
1™,? taX paid by a community as a ulmle. Kfguhtr cou- 
0XC f td,n{Cly diffin,lt 10 inaifit.-(.in ; the g n()S( . 

snot only forced to lay iier golden r;;;-, at an urtiJieiallv 
accelerated rate, but is more or less quickly killed. Keeuhr 
loans would form a part of revenue, bn loans areS 
regular except for short periods. Y 

We have now arrived at four kinds of revenue of which 
W °’ ere mentioned as Taxes and Profits, stand out as the 
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chief and essential divisions of net revenue. The list of 
definitions in the Appendix to the present chapter 1 should 
confirm this finding, if it be a sound one, and should more 
particularly confirm it by showing a tendency, increasing 
with the growth of economic science, to define taxes exactly 
on the line of distinction between them and profits. Mixed 
taxes, or t.)uasi~faxes, naturally arise when a governing 
body makes demands for payments, and gives something in 
return, but without any pretence of equivalence between 
individual payments and individual returns. Of these 
Ouasi-laxes we shall have more to say later. For the 
present wo nifty sot out our divisions of Revenue, as found,— 

(a) Pure Taxes, in which no element appears but such as 

bears the essential marks of a tax. 

(b) Profits, containing no element of taxation, and strictly 

comparable to the profits of private entrepreneurs, 
landowners, or companies. Such profits may be 
monopolistic nr competitive. 

(0 <Juasi-luxes, where there are lax-elements and profit 
elements combined in the same payment. The 
elements of pun* taxation may be separable, or they 
may be so inextricably combined with profits 
that they can only be assessed, and sometimes very 
roughly. 

(d) Borrowings ami Tributes. 

We have indicated that Borrowings are related to the 
Profits«group rather than to the Tax-group. Tributes 
should perhaps go with Mixed 1 axes, for the payment of a 
tribute, has always implied a claim to some measure of pro¬ 
tection, but on the other hand it lias generally been levied 
under compulsion. In a case where a nation voluntarily 
stmt tribute to another, paying what was generally con¬ 
sidered a fair market price for the amount of protection 
given, tint transaction wuiild go under profits. Where the 
tribute was forced, and where then* was no guarantee of any 
definite amount of protection, it would be a fax. In most 
cases, there would be great difficulty in describing the 
tribute as being wholly one or the oilier, which leads us to 
1 See \ k 246 ei $eq* 
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class it with Quasi-Taxes, much as we have classed Borrow¬ 
ings with Profits. We may represent the difficulty, and the 
step we take towards solution, by the arrangement that 
appears in the table referred to (p. 21 ), where Tributes 
appears twice, in these connections—- 
((a) Pure Taxes. 

{(a 1 ) Tributes. 

((ab) Quasi Taxes. 

\ (ab *) Tributes. 

II. 

And now we may turn our attention to (.he two great 
sources of revenue, taxes and profits, leaving mixtures of 
these alone for the present, taking it that we have fixed (In- 
relation of taxes to revenue, and turning to consider tin- 
relation of taxes to the other great element in revenue, 
profits. We have said that an examination of the nature 
of taxation should bring to light exactly those characteristics 
in which it differs from profits, and that it is just here (if 
our classification be sound) that we should find the dis¬ 
tinguishing marks of a true tax. In the light of this 
assumption, we may now examine some of the definitions 
of a tax that have been offered. If we take a sufficiently 
large number, we are likely to have before us ail the essent ial 
elements, with many that are unessential. These elements, 
by the terms of our classification, must distinguish taxes 
from profits. But they must also, for the same reason, 
include one or more elements common to taxes and to pro¬ 
fits—such as are sufficient to bring them equally under 
the description of public revenue. And for this we shall 
need to make some definition of profits. 

As parallel to this method of inquiry, and together with 
it, a consideration of the history of the word '• tax ” and of 
some of itsforeign equivalents, should be useful in suggesting 
the thing on which men’s minds were fixed when fluty gave 
and kept a name for the thing. 

It is quite thinkable, of course, that t hese tw< > paths might 
prove to be not parallel at all, but divergent, leading to 
solutions radically different. If it were so, then the result 
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of the second rather than of the first inquiry should be pre¬ 
ferred. For all special or individual definitions are derived 
from common use, are dependent on it, and change with it. 
If a waiter says he will always use the word “ tax ” to repre¬ 
sent the whole income of a governing body, he may have 
excellent reasons for thus asking his readers to make a 
mental effort every time the word “ tax ” occurs in 3ns book, 
but he is not giving a definition of what a tax is, though lie 
may quite possibly be expressing his idea of what the word 
“ tax ” ought to mean. 

It is a necessity of scientific inquiry that names should 
be definite, and the economist has hem furred to complain, 
from tin* beginning of economic studies, Iliad the terms he 
must use are taken from the r< aim ion >pt*erh, and are inexact. 
“ Kent/’ “ tax,” “ profits/* have all tin* fluidity of the 
spoken tongue iu which they belong. In this dilfieiilty, 
what is the economist to do r lie needs some assurance 
that the same thing shall always be meant by the* same 
word, and that the same word shall be readily evoked by 
the same thing. Whad are the alternatives open to him t 

First, he may abandon the me of the terms of common 
speech, and coin new names, as other inquirers have done 
in other branches, lie may have his morula, blastula, 
galrula,his oxides and oxalates, and speak of renbeu pseudo- 
morphs of taxa-ternu in elaborating his theory of the; Indian 
land-tax. 

Secondly, In* may give to the common banns of speech 
that he uses, a fixed and arbitrary meaning of his own. He 
may not wander way far from ordinary usage, and lit; is very 
likely to he sparing of tin; terms he clothes afresh, both for 
his own sake; and his readers’. A good example of a 
moderate and satisfactory use of this method is supplied by 
the list, of definitions of terms (nine in all), prefixed to Mr. 
Hobson's ** Industrial System." 

Thirdly, he may use his terms without definition at all, 
just as ht* uses the prep< bilious and pronouns of his sentences, 
assuming, for example, that when he says "tax," his readers 
know what he means, just as limy do when he says " over ” 
■or 
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An exclusive use of the first method might fairly be 
objected to as clumsy, of the second, as irritating, of the 
third, as unscientific. If we consider not any one writer 
on economics but the whole mass of economic writing, we 
can trace the growth of a method that is not strictly any one 
of these, but a blend of them, distinctive enough to be 
described as a separate method. 

This fourth method begins by accepting the terms of 
common speech, and in their ordinary sense. When inquiry 
has revealed the existence of more than one thing under the 
same name, or some other confusion in the labelling of t lungs 
that becomes a barrier to the exchange of ideas about them, 
a search is made into the essential features of the things 
that are described by the term. Some word or phrase can 
then bo attached to the term, to signify that it implied the 
existence of these essential features. I in is, \\ hen 1 ho exm t 
nature of rent has been traced, it is possible to spoak <4 
“ economic, rent,” “ true rent,” “ rent proper,” " rent in the 
strict sense of the term,” to distinguish the exactor from the 
looser and more general use. 

A further development occurs when the essential marks 
are known and readily recognised by all probable readers 
or listeners, so that (he word ” rent," wit laud any qualifying 
phrase, may be used to signify only what economists have 
come to recognise as rent. A last stage is possible, where a 
wide diffusion of exact knowledge makes it pomible for any 
writer or speaker to assume that wherever he says ” rent 
lie will he understood to mean what economists now mean, 

How different this method is from the practhe of other 
branches of scientific research may he illustrated by con¬ 
sidering what has happened in another case where a popular 
and loosely-used term had to he dealt with. Lei tis take 
the word “ buttercup,” a term popularly applied to at 
least live different flowers. Botanists have not seaiehed 
for the characteristic essentials of the buttercup, nor have 
they tried to distinguish between buttercups proper and 
buttercups in the wider sense. The average Englishman 
recognises a buttercup by its golden-yellow colour, its glossy 
ratals, its cup-likc shape ; sometimes also by its indented 
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leaf, its size, its habitat. But botanists have not looked 
more deeply into these questions of colour, shape, and so 
on, that true and false buttercups may be accurately recog¬ 
nised. They have abandoned the name, and have given 
us instead, Rinuinathts acris, RluuuichIus Ijit/hosits, and so 
forth. The question uf the “ true ” buttercup is to-day 
unsettled. The two ilov/vm mentioned, Hie meadow crow¬ 
foot (kajuuicu/tts can's), or the bulbous crowfoot ( Ranun¬ 
culus buihnsus■), are indmVrently accepted as buttercups by 
m<>st of the people who phirk th*Tu ; and some would 
extend the m'une o< inrlude the* celandines, the goldilocks, 
or the rom crowfoot. Wither the botanist nor the un¬ 
taught man ran to-day lay his linger uutLoritatiwly on the 
” true hutiermp.” The hojanbu would emiainly mm to 
the crowfoot m,titer tium to -j.hr <v|andim* or void dorks und 
woulti probably give the pivleivure to die meadow crowfoot, 
but so ab-o would the mita.nght man, and, wlmb i■*. more 
sigmitirant, for the sine reir «urn : t hat i-, both would be 
guided by the idea of a gl<.-y bill h-r-ve|I<>w nip. of a,bout 
the size sugge-ted bv mein**rie , of butti n up> gathered in 
early youth : guided also by ••ub.-idiary in* imuies of grass 
knee-deep, long" green i lower-sialia , dropout foliage. 'Hut 
botanist has no eriferion of butfnvupne as he has of the 
whole order of kainmniiareas A* a mam he may use flu* 
word butterrup with more than ordinal y discrimination, 
but as a botanist he a.void-, it. 

But the method that has grown up among economists 
is quite different. Among their buttercup:, and quasi- 
buttercups, ilealing and circulaiing bulteniqr*, they search 
for the most cliuracterblie sp<rimen, or for Ibe ning general 
and distinctive features, am! arrive 1 at a M true ” or ” pun; '* 
buttercup. They do md abandon tin 1 word mid st*rk or 
make another: they narrow if. 

This is the method adopted here. When v,r haw traced 
the essential characteristics of all faxes, we shall be able 
to define and to recognise a ” pure fax.” A tlamy of 
taxation can then be formulated which will properly apply 
only to pure faxes. When we are dealing with revenue, 
we can apply om theory to that part of if which consists of 
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pure taxes. Profits will be rightly investigated in the light 
of a theory of profits, and mixed payments must be dealt 
with, as best possible, by the help of both theories. 

In an Appendix to this chapter 1 there is given a series of 
definitions of “ Tax ” and of some allied terms. The plan 
of arrangement is set out at the beginning of the series, and 
where the argument here sustained calls for reference to the 
material from which it is in part drawn, it will not be found 
difficult to refer to the material itself. A strict method 
would perhaps call for the insertion of the series here—in 
fact, on first writing, it was set here: but the effect was 
clumsy, and the gain slight. Such readers as prefer an 
examination of these definitions at this point can quite 
readily make it. 

The first examples of the series show the closest connec¬ 
tion between “ tax ” and “ task.” To this chief conception 
the latest definitions return, emphasising the idea of com¬ 
pulsion, and dropping as unessential many of the notions 
which earlier economists had added. One of then- add it ions 
is worth considering. 

This, the commonest of all, is that a tax is " a price,” 
“a payment,” “a kind of indemnity,” “an exchange of 
services,” “a premium of insurance ” ; in short, any form 
of quid pro quo. If a tax is in any real sense a task, it cannot 
be balanced by some form of payment- prided inn of life 
and property, or what not. We should be touching lien; 
upon just what a tax is not, and that is exactly uhat some 
of the more modern definitions expressly say. 

Here we have evidently some support of our division of 
revenue into (a) taxes, which art! tasks, and (h) payments, 
which an: the prices, high or low, of services offered. Tin* 
offerers of the services (here the governing body) may 
make profits or losses on the transaction. If they make 
profits, these become a part of revenue. 

So far then, the essential elements of a tax appear thus—* 
{a) It is compulsory (“a task"), 

(f>) H is not the purchasing-price of something bought. 
Some economists, Professor Bastable for example, add 
1 See pp. 246-369. 
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a phrase not absolutely essential, to explain that taxes are 
paid by persons. 1 So much confusion lias 0 .me of*talk 
about land nr commodities “being taxed ” or “ paying a 
tax ” that to say taxes are paid by persons is not, as it 
should be, a needless addition to the definition, and we will 
add this characteristic to the other two. For tin: dangers 
attendant on the use of an ill-chosen word or phrase in exact 
inquiries are by no means to he despised. l’>v constantly 
saying that “land ” or “commodities’' are taxed, instead 
of saying “ landowners ” or “ the consumers of commodities," 
we invite a confusion that may end in throne- bawd on the 
idea, expressed or unexpressed, that it. is indeed the land 
or the commodities that taxed. 

A like confusion has come of the unhappy use of the word 
“ reward ’’ in discussing theories of intere-1, of “ fund ’’ 
to describe, the total wage-payments of a year, of “ capital,’’ 
to signify something apart from the thing- that cou-iimlt 
capital, of “the return to capital,’’ for the return to the 
owners of capital, of “ wealth,’’ when vital i- meant i, 
welfare. All lapses into idolatry have r, .no* of making a 
convenient lnii insufficient symbol with tie- i.-ult tint 
men come at times to view the symbol and the deity ii 
represents as interchangeable. Since taxes are only paid 
by persons, it is better not to speak of land or good:, paving 
taxes. 

There is practically always, however, some convenient e 
and relevance in methods of expression sanctioned and 
confirmed by long popular usage. In the pivenf ca-e. il 
a danger of ambiguity is introduced by saying “a tax is put 
on laud,’’or “ land is faxed," another danger i-. avoided- 
the danger of implying by exclusive insistence on the fad 
that taxes are paid by persons, that it is irrelevant win flier 
laud or corn is faxed, because it is always per- > ue. that pay. 
“Some "persons pay, in any case. If is not a!wa\ . cer¬ 
tain who pays. Hut if is certain that if land or com ate 
taxed, the prices of land or of corn will be allot fed. 

It might be said that if a governing body gave nothing 

% But tributes are taxes paid by communities as a whole though 
ultimately by persons. 
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whatever in return for the taxes they demanded, people 
woukl not pay. If if were suggested that nation's have in 
fact taxed tributary stales, and given nnihing in return, if 
might yet he urged that by the nature of the rase, ilwv 
do give one tiling—govern menl. If may 1 >e 1 >; i< 1 g<»\ v rn me u f, 
oppressive, ineffective : it may be the merest faint ivtloefmu 
of the prestige of the governor; yet it is government, it 
is something in return. Now, if a tributary state buy • 
peace by a payment to a stronger power, there mav he ?m 
taxation. If the tributary pays no near than it would »•.»■ * 
otherwise (in whatever conditions e.xisf) tngaina like pram, 
it is then buying something at a, price, it A not A-h ■ a \,-d. 
—unless it did not want pea.ee ai all, mid w;e, brim- h»n ed 
to purchase with money which if valued a p*acf if did mo 
value. The compulsion makes dm fa.a. 

If we consider how Pass ive Red-on are forced Pmoi h* 
bute to Church schools, Ouaker- to the raw, An: n him 
to the police, Churchmen to “ CndU-■ sdofh," jd-pebh 
cans to tlie monarch's income, {'ninni-t to ihe - ;dai ir of 
the Irish Nationalist member-., we find diet fax* an * mi 
stantly demanded and paid, not f<*r “ nothin;; in n fmnd* 
but what is worse, for something ihad the pam i . ton, ; V e 
to be more mischievous than i! t he* muney had h ra t into 
the sea. 

A tax carries with it no guarantee of *■» rvir< J m tad uni. 
The individual who pays ranimf stipule t* v.hat he will have 
for it, cannot claim, when he pav". C s h t v.it • • a mtah pp, 
tection oi other hT vieo as when la pa v ■ gp <a n i a »t m any 
proper sense be held to have bought own g^vriniuMd. 
Rajah Brooke could govern Sarawak, dwmh no fav ■ vmre 
paid 111 Hi* ,1 < txes a,i e pa,ai became a * a >v< a nor e* >mp< I ., fa*t 
that a governor may govern, < ha i rmnmd i pu , ible 
without taxes, but I axes are no j po. Able wdhouf , vi | m 
ment. 

Ill * 

The common (dement between profits and taxes as con¬ 
stituent parts of revenue, is that both are moneys, or uu >ney* 
equivalents, paid by persons to a governing body. They 
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are botli payments, but one of them, profits, results from 
a,n actual barter or purchase, whilst the other is a forced 
payment, not part of a definite bargain. 

It is not needful here, where we are to consider chiefly 
faxes, and not profits, to inquire minutely into the nature 
of profits. As men use the term in daily life, and in busi¬ 
ness, profits form the excess of incomings over expenditure, 
in transactions where there is an exchange of economic 
gcKMis and services. Professor Marshall defines profits as 
the excess of total net gains on capital over the current 
nile (of interest). (Principles, II. iv. § 2 .) In another 
place lie says-— 

" When a man is engaged in business, his Profit, for the year 
an* the exn-ss of his rreipis from bis business during the year 
<u'er his outlay for his badness ; the difference between" the 
value of his stork end plant at tin? end and at the beginning of 
the year being taken as part of his receipts or as part of his out¬ 
lay, according as there has been an increase* or decrease of 
wilue ” (“ k>< nu aides of Industry,” Third Edition, II. iv., § f>). 

“ h he projifs of a business are the excess of its receipts over its 
fait goings, and the aumud rale, of prof is is the ratio which the 
yearly profits bear to the capital invested ” (Ibid. VI. vim, § 1 ). 

Walker considers profits to be similar to rent in this, 
that they do not. form a part of price. 

Professor (Paries (Side says— 

” A large number of economists to-day consider the entre¬ 
preneur to leave a, monopoly (something like the landed pro¬ 
prietor, although with notable differences), and ilms profit would 
appear as the revenue from a monopoly.” 

lie makes references to Walras, Paredo, and Pantaleoni 
(Uide, 41 Principes d’Kc.onomie Politique,” 111. iv. 1 , § 3 ). 

J >r Ouincey, discussing Ricardo, says—- 

” In one brief formula, it might be said of profits that they are 
the leavings of wages: so much will the profit be upon any act 
of production, whet her agricultural or manufacturing, as the* 
wages upon tliat act permit to be left behind. But; left behind 
from what ? From the price.” 

M 1 have already observed,” says Thorold Rogers, ” that the 
rate of profit is to be identified with the rati; of interest. Whatever 
else is secured to the capitalist, beyond the average rate of inter- 





i6 


THE NATURE OF TAXATION. 


est, is either wages of labour, i.e. the labour of superintendence, 
supeyor intelligence, and tact, and the task of supplying the pur¬ 
chaser with what he wants, all which are kinds of labour, wherein 
great skill is ordinarily necessary; or replacement of capital; 
or insurance against risk.” 

These few definitions are enough to show that it is easy 
to get into a long and involved inquiry, if we stop to examine 
minutely the nature of profits, and the views that have 
been expressed on the subject. For such an inquiry, how¬ 
ever, this is not the fitting time and place. If we use the 
word in the usual sense of common speech, in the way in 
which men of business use it, and finally, with a connotation 
which is reasonable and ample for its use in application to 
revenue, we may consider ourselves justified without further 
inquiry. 

Now in common speech, and in ordinary untechnical 
dictionaries, profit signifies gain, advantage, benefit, im¬ 
provement, progress, valuable results, useful consequence, 
acquisition of anything valuable or advantageous ; and its 
history leads us back to the Latin proficio, frofectus, to 
make progress to advance. 

Secondly, a man of business reckons all excess of income 
over expenditure as profit, without first subtracting interest 
at the current rate, to find what his profit “ really ” is, 
without subtracting wages from price, or making any other 
calculation. 

Whether this use of the word “ profit ” is applicable! t< > 1 he 
large class of items in revenue that are distinct from taxes, 
is to be decided by the fitness of such a use in relation to flit; 
revenues or incomes of private bodies engaged in similar 
transactions—companies, monopolists, landowners, com¬ 
peting firms : that is, we are thrown back, under this head, 
upon the correct economic definition, and that, according 
to the view already expounded here, must be implicit and 
more or less explicit in common language and usage?. 

We will only add a test-application of this use? of the word 
" profits ” in connection with revenue, by applying it to a 
passage in a description given by Professor Cannan. We 
will tabulate the passage, for convenience. 
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(a) " When a person is employed and his gross receipts from 

his employer or employers are almost the same as his 
net receipts from the same source, we call his earnings 
his ‘ wages ’ or ‘ salary.’ 

(b) “ But if his gross receipts are much greater than his net 

receipts, if, that is to say, a considerable part of his gross 
receipts is payment for the use of instniments of produc¬ 
tion belonging to him or hired by him, or merely reim¬ 
burses him for the cost of materials, then what he earns 
by his labour (which will be part or the whole of his net 
receipts) is called ‘ profit.’ 

(c) " Similarly, the earnings of the labour of an employer and 

the earnings of the independent workman who srlls com¬ 
modities ready made to his customers a re caiied ‘ profit.’ 

■ ■ * It is an abuse of terms to call tl it: whole of the earn¬ 
ings of labour' wages ’ and to speak of ‘profits as ifthev 
comprised nothing but income derived from the po, v-vdoii 
• of property ” (“ Elementary Political Economy,” 11. 
§ 8 ). 

Wc have hole tvo elements suggested, which together 
make up “ profits,”-- - earnings of labour (childly of an 
administrative kind) and income from properly. It is 
from a consideration of the former that, profits have been 
classed with wages, whilst examinations of the latter have 
resulted in protits being pul with rent or interest. This is 
by no means the whole truth of the mutter, for theories of 
the rent of ability, of (juasi-rents, of the nature of interest, 
make part of the discussion. 

Into this general guest ion we do not need to enter. Our 
business is only to indicate such general relations as exist, 
in order to avoid the falsity which comes from considering 
a question utterly apart from its general bearings ; to 
make sure that our particular brick, apart from its own 
setting and stability, does not confradiet the lines of the 
geueiai edifice. It may he that all incomes, private and 
corporate, may finally be most usefully divided into tw r o 
parts only, earnings of labour and rents of all kinds, tinder 
such a classification, for examples “interest” would not 
appear. I thus yet to be demonstrated that “ pure interest ” 
exists. 

In our use ol the word, “ profits “will include rents. This 

c 
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is a use of the word not at all in harm* >nv with older ec< *n« miie 
systems of classification, but quite in harmony with the 
classification towards which we are likely to hr Ed by more 
recent inquiries. For if the doctrine of quad-ivnt< he imf 
altogether rejected, it must lead to the incht-inn under 111i - 
head of all payments made for the use of things Put m* 
hired ; and that will extend the domain nf " ivnf and qua i- 
rent" very far. So far will that domain narh, that tin- 
very existence of a pure interest on money, apart and 
distinct from quasi-rents for the use of things, mev me-ii v 
be challenged. If, than, nails an* not to g»> under ph»ln , 
as we are using the word, it F hard to say whether mir 
heading “Profits" will mver anything worth ha vine, a 
heading for. For them n-aeons we are including under 
profits, all rents and qmwhrenis, a,II “ payment for the n-e 
of instruments of production belonging to nr hired by " the 
Slate ; as well as all ( * earnings of labour ” of the State, 

With that We must. leave the consideration of ** profit " 
in general, and turn again to nur immediate bed., uhieh P ft? 
apply the description given by Pmh^xor Fa mum b> Stage 
profits. 1 he part we have 1 abnlated under f/g, if applii d 
to the profits of the Post (htire, could be read Urn* 

(b) Put if tlie gross receipts nf the Pn g Ojki* e are mm h 
f ereati*r than its net receipts ft lie existing < midiPong 
if, that is to say, a considerable pa,rt of the gtom 
receipts is payment for the me nf imtnimeuK of 
production belonging to the Mate o* hired by it, <»r 
merely ivimlmmes tiie State h >r the <-«M of man i Jab, 
then what the Stale ranm by it*. labour (which will 
be part of tin* whole nf ip, mg reu-ipb) m i ailed 
^ profit/' 

This description Isquiterelevant ft*llu prnfip-.of the Post 
Office, and it may In* assumed, so far ns has appeared, that if 
is as applicable to all that ekes of payments made fn gnveim 
ixig bodies as the purchase money of definite benefits offered. 
The satisfaetorinessof 11 protits " as a subdivision of revenue 
will incidentally be further tested as we proceed in our 
inquiry. 
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We have now before ns three elements that have been 
separated out m the course of our inquiry. ‘ U 

1. Compulsion. 

2 . Purchase: a Quid Pro Quo. 

3- Personal nature of payments. 

Of these three elements the first and third are common 
to all taxes, the second and third to payments made to 
governing bodies, companies, or individuals, in acts of econo¬ 
mic exchange and the whole three to some taxes, or more 
frequently, what are railed rates, where them fc cnmpul- 
sion pcihoii.il payment, ; ,nd some sort of an earmarking 
of the amounts paid, for the provision of sendees ■ Services 
that may, m fart, be more or less definite, more nr’le., ** 

guaiantee._ i bese combinations give ns, respedirely (axes 

puic and simple ; prices, fnmi whirl, mine profits fur lo-es) 

to be credited or debited to the public revenue ■ and •, , n \- 

ture of the two. TJiat is ,mre av,, ,. V ’ ■ ,l " ,IV 

A , ., 11 11 *■ ’ l’ n,< OIM-S, plofits, mixed taxes 

Ayl„. ji:iy„n ii,s IIkiI madi; , m , a . r j 

poatam thy .* dOd a-ains, ,.r'„ - 

they cease to he taxes „f „„y ti ,„|, ail(l U ™ 

..l"'' 1 " "here they an- „ot 

liset again.,! any measured definite sendees at all" and ore 

clement and become pure taxes, ft, all intermediate 
foims, they are mixed ; they an* taxes hy virtue of beiim 
compulsory and of bearing no guarantee of a measured 
definite service, and they are not pure taxes because Jbey 
ate earmarked against certain classes of service. Jioli 
•ibles, like gas and water, may he tabulated in a lid ofprees • 

'Xlnler ! S ,’ cani,,,< 1)( '^'nlled. 

in eei r 1 UU< " f our eousidemtinn „f public finance 
In ih, imy . H ' r r uiak( y ,n<n{ i<' 1 > "I Kxpenditmv. 

mr p, r> ‘ . 4 .!’ n ;!I ' f '- v !"‘" ( li(nre is divided into two 

; and Xon-I’ri,(liietive. The former i«v.,b- 

aidtiic s !' XI ,V‘ di ‘ lm :. iha1 is I ,r,| due(ive of present goods 
services This' l»<im : p r «,durti v eof f ut,iregcKH lsiU id 

vices. Ibis is a subdivision analogous to the idea of 
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productiveness applied to the expenditure of an individual. 
A man “spends ” for immediate use, or “ saves ’’ again--} 
future uses. His expenditure is for goods and services, or 
for “ investing,” that is devoting part of his expenditure i<> 
capital, which will ensure future goods and service 1 . 'I hr- i- 
not the use made of the terms “ productive "and “ unpro¬ 
ductive ” in “ The Wealth of Nations ” (il.and adopt mi 
by Professor Bastable (“ Public Finance,'' [. viii. § 2), 
Adam Smith and Professor Bastable take “ productive 
expenditure ” to mean such as will yield a revenue. Thi-. 
view has led to difficulties, and Professor Pa- table -upgi-.t:. 
“economic” and “ non-economir ” expenditure. But ex¬ 
penditure is not necessarily “ nnn-ernnotnir ” becau-e it 
does not secure a revenue. If a man pureha'-c-. a bootlace, 
or the State builds a House of Parliament, the expenditure 
is in both cases economic though no revenue i~ thu- tired, 
except the “ real income ” (or “ real revenue ") of the enjoy¬ 
ment of economic goods, which is just, as real in the < ;im- o) ,i 
House of Parliament as in the case of a bootlace. 

This last point has brought us to coiiMdi-r th<- analogy 
between the income of an individual and the revenue of a 
governing body, and as our present inquiry deals with 
revenue, and not with expenditure, we may leave the latter 
question with the slight mention already made, and consider 
the points of analogy lxttween public and private interne. 

IV. 

The revenue of a governing body, whether that hotly be 
an absolute monarch, a central executive power, or a parish 
council, resembles the total income oi an individual. Pad 
the resemblance does not extend to identity in all aspects. 
In so far as revenue represents a gross amount expressible 
in money and coming in during a fixed period, such as a year, 
it is comparable with the income of an individual or’ of a 
business concern. If it be supplemented by borrowings, 
or by payments for the use of land or other property in its 
possession, or by profits from enterprises in which it takes 
part, the comparison is still close. What distinguishes the 
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TABLE OF THE RELATION OF TAXES TO REVENUE. 

Public Finance 
is of two parts 


Revenue 

The essential part of 
Revenue is 
Net Revenue, 
which is made up of 


Expenditure . 
This is or may be 


Productive 

of present 

goods or 


TAXES and PROFITS services 
which are being 

(1) Compulsory (i) Earnings of 

(2) Not purchase- Labour " 

money (2) Rents and Quasi-Rents 

from property 


and appearing 'as.. 

(a) m 


Productive 
of future 
goods or 


Not 

productive 
of any 
goods or 


{**) 

I Tributes 

PURE TAXES 


w 

I Tributes 

QUASI-TAXES 
Divisible into (a) 
and (6). 

1 )emanded, a,s («) 
J Partly purchase- 
money, as {b). 


(E) {ip} 

\fj)tt erics Borrowings 

PROFITS 

obtained from individual 
persons through trans¬ 
actions where specific 
measured goods or ser¬ 
vices are offered,, They 


* * l 

Forced Payments Payments 
services in kind in money* 


Paid (1) by individual persons 
(2) in respect of 


1 I 

M tmn poll stic Competitive 

, x . fCom- 

(1) al f or\Monopoly (i)at f or peti- 

(2) below/Price (2) below] tive 

i Price 

{2) i.c.. where private traders would 
not offer tfic same goods and 
services at lower rates. 


Property . 

(i) owned' 

(ii) apprecia- 

ated 

(hi) inherited 
(iv) bought or 
sold 


/ ncome 

(i) enjoyed 

(ii) above a. 

fi xed standard 
(hi) not related 
to present 
persona! 
efforts 


Goods 

(i) produced 

(ii) consumed 

(iii) bought or 
sold 

(iv) imported 

(v) (rardv) ex¬ 
ported 


Powers Granted 

(i) Monopolistic 

(ii) Partly Mo¬ 

nopolistic 
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revenue of a governing body from the inn >rm- of an individual 
or bf a business concern is the power to -npph-iucnt its in¬ 
comings by exactions that are im-sprct iwof an\ a pj»*rf i. .ne< 1 
services rendered by the; governing body to the payer-. 
This is taxation. It may be said that Slate he ‘an- differ - 
from private individual incomes in ihat it h not hvd in 
amount: a Chancellor of the Exchequer d. > !<!< • v. hat he 
wants, and prepares estimates to eiraite an income lor tin- 
coming year to pay for it, whilst a private individual lake, 
his income as the fixed thing, and deride- v.lait he ran 
provide with it. Hut of course the Chancellor of the ex¬ 
chequer is constantly working within fixed limit what the 
Cabinet will stand, what the liotre . ,J ( oiimiotr- will ■ (and. 
what the electorate will stand -- and mote paith uf.ttly. what 
those active elements in and out of the H.,u-r, who hri 
their interests touched, will stand. 

The idea of the income of an individual ha In > i: » xa mined 

by economists closely enough to bring out the di .. 

between real income and money income, but a -miil.ir 
distinction has not been applied to u venum v.e hmild 
not express ourselves, as for example hog- Ike table 
does, in terms like these - - 

"For instance, the; many building-, existing in the Cmird 
Kingdom for flic moldings of lugMofivv I u « liu MAuirign ;snd 

suboxdinatc from the Houses ot I‘arliauicnl down in th*- .ta.tll 
est town-hall—are certainly embodiment-, oj value, hm do not 
except in very rare cases, bring in a tctnui " f I’ublit hiiam 
I. vm, § 2 ). 

We cannot view revenue as “ real revenue ” an<l •• money 
revenue,” without doing violence to language, Vet from 
the social point ol view, a House of Parliament ” in in/;-- in a 
return of real income,” just as much as a wealthy man's 
shooting box, or yacht, or house. A system of * he. .dilation 
which would keep our minds fixed on money j,„ and 
allow us constantly to forget real income, the more import¬ 
ant thing, is by no means satisfactory. The fa< t that the 
word " revenue " clous not lend itself to a us,, that would 
keep us m mind of what we may call for the moment ” real 
State-income ” demands that we should avoid using term* 
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like “ productive ” and “ unproductive ” in such a way as 
would remove the conception of the real thing still further 
from our minds. 

11 iere is no n ecd, in this o mneef ion, i< >r ai 1 y s<*paration 
o[ rates from taxes. What \\v an* concerned with is that 
part of the revenue oi a g< nvnnng hotly which is demanded 
of the individuals g< ivroin!, invspt of ive *u service;-' rendered. 
It may lx* quite open to the:-** individuals, should they feel 
that tin; general service.-, rendered by the governing body 
are not worth the sacrifice whbdi the d* mamL rail for. to 
limit tin* powers of that body,op to taJw *shot- ami*,n. Hut 
there is nog 311 the < aw <a tarno prop* riv *0 < ullrd, any 
immediate or quantitative relation Unworn the taxes paid 
by an individual and the mr vires iru-ived by him. The 
aclminislraf ive use of the word-. “ rate ” ami “tax/' to 
signify payments to loca.l or to ivnintJ Ldn ■, her- is parti¬ 
cular value in the malm ot ? c» *m unir mqmuy. Ail m \r , 
and rafesare more orb „ 1 <m ah am { will bo, until a \V< aid- 
State is formed. Undei mm la . hit at ion, the nmA sinking' 
dislincfion 1 h* 1 wmi rales and taw.-. will be that rates for 
the most part r<insist < *1 mixed (quu: T paw -, am 1 must 
therefore In* considered no lexmm pat t of a theory of ju'ofits 
than as part of a theory of taxation. 

If wean; to consider the prices paid lor goods and services 
offered by a community, as prices paid to private traders are 
considered, it will Ik* necessary to odaMish “■oiue method of 
judging State-prices, Hud will leave us satisfied that there is 
or is not a lax-element present. Let us consider the rase* 
ol the Post Office, it has oi ten been said that a private 
company could probably carry and <h liver all the Utter-, 
posted and delivered within the London m ea, for a. halfpenny, 
and yet. make a substantial profit. This argutm 111, however, 
assumes a service routined to London. If we limit the dm- 
mission to a Loudon serving then if a private company 
would supply that, ana at a. halfpenny ode, the pieseut 
charge might be described as cu/d aining a fax of fifty per 
rent. But tliis hypothetical isolation of London makes the 
argument unreal. Then* are certain ol tin* services ren¬ 
dered by the general post office system, such as carrying 


24 


THE NATURE OF TAXATION. 


letters from an inland Scottish village to a small postal area 
in Central India, that are charged less than the cost of the 
service rendered. There are others, such perhaps as the 
intra-London service, where more is charged than need 
have been charged if that part of the general post office 
work were carried on as a complete and separate under¬ 
taking. Under a private-enterprise postal system, there 
would probably be no carriage of letters at all in any brandies 
of the work that had to be carried on at a loss (in themselves) 
except in so far as they stimulated the profitable branches 
so that the loss was more than covered. The question is 
one of apportioning the charges for services into such groups 
and at such amounts as will bring in the maximum not 
revenue, and of obtaining for the nation t lie greatest possible 
total of utilities for the total expenditure. A private firm 
would only consider the former case. If we separate out 
certain items,we may get some where the price < >£ t he* p< >st age- 
stamps includes an item of tax, reckoned on that, individual 
transaction, and others where there is a negative tax : where 
the payment made does not cover the expenses of the 
individual transaction. If the whole system were handed 
over to a private company, under an agreement that none 
of the present services should be withdrawn, then we might 
expect changes along these lines— 

(1) The unprofitable services would be charged at a 
higher rate, and would bo discouraged in other ways. 

(2) The most profitable services would be charged at a 
lower rate, wherever the demand for them was elastic enough 
to make it likely that a lower rate would yield a higher net 
return. The likeliest case is that of alialfpenny letter-rate 
for letters posted and delivered within certain town areas. 

(3) The scale of charges would be loss simple, and would 
approximate more than it docs at present to the standard of 
" payment according to services rendered.” 

If, under such a system, the citizens as a whole paid less 
per annum than they do at present for services equivalent 
to those they obtain under the State system, they are taxed. 
Some individuals, of course, would be sure to gain, some sure 
to lose. Most people think they would lose, for if that were 


THE NATURE OF A TAX. 


25 


not so, we should have a vigorous and healthy agitation for 
a non-State postal system. The inference is that people 
think that they are not taxed, taking the system as a whole. 
There is an alternative inference, that people think they 
are taxed in this direction, but are as content to pay the 
tax in that way as in any other. But in any case postal 
taxation is not proved by the mere fact that the Post Office 
makes a profit. We do not call the profits of a Gas Company, 
which monopolises a district, a tax. Could we get our 
present postal service from a private firm at less than the 
present postal charges ? If not, there js no tax. 

It is possible, on the other hand, that some exactions 
which are called taxes may contain elements that are not 
taxes at all, but proportionate charges for services rendered. 
In so far as a stamp duty represents the actual cost of 
offering legal protection to the parties of a business transac¬ 
tion where stamps are used, it may be said to contain an 
element of charge for services rendered, and this charge 
belongs rightly to Non-Tax Revenue. It would be quite 
impossible, however, to separate out this part, for we cannot 
assess it even by bringing in a purely hypothetical pri ate 
company to do the work. It is work that a private com¬ 
pany cannot do. Our local finance furnishes less debatable 
examples. A rate levied for water supplied by a municipal 
body, and assessed according to rental value, as is usual, 
resembles a purchase of goods, and there is some attempt 
at lixing the price according to the amount of service ren¬ 
dered, or according to some standard adopted. But the 
charge for lighting a town will often include curious discrep¬ 
ancies. A recluse living in a distant bungalow might be 
quite unmoved if all the town were left in darkness, whilst 
the difference between dark and light streets might easily 
represent, to a tradesman in the High Street, several times 
the; amount of rates that lie pays under this head. 

These mixed or Quasi-Taxes arc very common in local 
finance, but they are not peculiar to it, as we have seen, nor 
are they, in their nature, any more related to what we call 
rates than to what we call taxes. 

However important the distinction between rates and 
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taxefs may be, considered from an administrative point of 
view, there is no distinction whatever between them accord- 
S ing to the definition of a tax that we are here adopti i:g. i \y 
custom, a monetary demand from the Central Authority 
in England is usually called a tax : a similar demn iuI in mi a 
Local Authority is called a rate. This distinction is quite 
empirical, and, for purposes of analysis, usele->. A more 
useful distinction is that based on the method of a-om-.-menf. 
A tax is fixed at so much per unit, as per pound >lei ling of 
income, and the total revenue it will bring in is uncertain, 
though it may be calculated approximately, espe< ialiv w here 
the experience of former years is available. A rate is h vi< < 1 
with the object of obtaining a definite amount, and that 
amount is apportioned among the payers. It. i.. the appor¬ 
tioning that makes it a rate. 

Even this distinction is not of primary importance for the 
purpose of an inquiry into the theory of taxation. The rate 
and the tax are, both of them, arbitrary exaction' , in the 
true sense of the word arbitrary, and the payment <.1 them 
does not carry with it a claim to benefits proportioned to the 
tax paid. This is a definite characteristic of a fax, and it is 
equally a characteristic of the tax-element in a rate. It may 
fairly be urged, however, that since in art inti fact there is a 
great deal of rough proportioning of benefits to payment 
in the case of many rates, and relatively little of it in most 
taxes, no definition or classification would be * athfiniui y 
that did not recognise this fact, or, at least, that implied a 
partial denial of it. 

‘‘The ‘rate’ is, of course, the rafe-in-the pound,” wtites 
Professor Cannan, “ and the question is, whv did the |o, ,d 
tions receive this name instead of being enlied ‘ faxes ' t Was it 
not because the local rate seemed to In; a local trimdlv miungr- 
ment, while the tax came down from some higher power t " 

An outline of the history of the use of the word, a, given 
by Dr. Murray, is quoted in the Appendix to this < hapter. 

The charges made by a governing body may be according 
to a strictly quantitative scale. The payments are then 
proportionate to the amount of the commodity taken, ot¬ 
to the service rendered, and whether any dement of Pure 
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Tax is included will depend upon the probability or possi¬ 
bility of a private firm, or firms, supplying the same article 
or service at lower rates. Such a system obtains with 
regard to the supply of gas. 

A commodity such as water, however, is only charged 
for by measure in places where it is so scarce and dear as 
to be worth the cost of measuring, in addition to the cost 
of distributing. Where, as usually happens, it is not worth 
the cost of measuring, there are these practical alternatives 
open— 

(r) Hie charge may be equally distributed over individuals, 
or over householders. 

( 2 ) lht.‘ charge may be apportioned according to some 
scale or standard, likely in itself 1<* vary with a, more or 
less dose approximation to the quantities supplied. 

(d) The charge may be apportioned according to some 
scale or standard, quite unrelated to the quantity of water 
consumed, but rimst n as indirai ire of general ability to pay. 

Under the first o! these system^, individuals who use 
little water will be paying Turn Taxes a.s part of the charges 
laid on them. In some eas.es, the greater pari of the pay¬ 
ments will be Pun; Taxes. Then- will probably be others, 
the users ol water in large quantities, who will be enjoying 
Negative luxes : that is, they will be paying less per unit 
for their supply ol water than they would have paid had 
the water been supplied by private enterprise. The same 
kind of thing will happen under the third system, and, to 
a limited extent, under tin; second. A particularly suitable 
standard might give, under the second system, a scale of 
charges approximating very closely to a system of payments 
according to quantities consumed, and in such a ease, few 
Pure 'Iaxes or Negative 'faxes would appear. 

1 lie standard taken as the; basis of our local rates, where 
measurement is inconvenient or too expensive, is the rate¬ 
able value of fixed property, assessed from valuations made. 
It is quite apparent that this standard must for most pur¬ 
poses be. considered as falling under tin; third rather than 
under the second system. It was chosen, as the history of 
the Poor Kate shows, rather because it indicated a reasonable 
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scale of abilities to pay, than as a scale measuring benefits 
received. It has been justified and criticised on both 
grounds. Its practical justification, of course, is its general 
adoption and extension, and this suggests that it cannot be, 
on the average of cases, very far removed from our second 
system, where the standard of rating does vary, however 
roughly, with the quantity of service rendered. Otherwise, 
some other standard would have been adopted, or at least 
suggested. 


V. 

We have already separated out two elements, which we 
have called Pure Taxes and Profits, and we have seen that 
the revenues of local and of central governing bodies fall 
under one of these two heads, or consist of payments con¬ 
taining both elements in varying proportions. Pure Taxes 
thus appear as payments made to a ruling hotly, which do 
not constitute any claim to proportionate benefits in return. 
The word “ benefits ” must here be confined to its economic 
meaning. In a country where taxpayers, and they only, 
exercise the franchise, it might be said that a share in the 
control of the State was really a benefit, received in return 
for payments made, and under a system of multiple voting 
on a property basis, the benefit might easily be made; pro¬ 
portionate to the taxes paid. 

It will be necessary to keep the term “ Pure 'fax ” dis¬ 
tinct from the more general term " Tax.” The latter we 
must leave untouched. It is a fixed part of the language, 
and it should be used for what it is generally understood to 
imply, neither more nor less. The use of another term— 
“ Pure Taxes ”—is necessary to separate out tin; element 
that makes taxation a distinctive thing, and to enable us 
to deal with that element without ambiguity, it has 
already been used in this sense, and it suggests its true 
relation to “ Quasi-Taxes.” 

There is one small point that may be mentioned and left. 
Taxes are not invariably paid in money, but in modern 
times, and in modem states, they are paid in money only, 
with one possible exception. Compulsory military service 
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is often spoken of as a tax, by a figure* of speech that reverts 
to the origin of the word. Hut the u.-e i, ahvav intention¬ 
ally figurative, and ney. r lit.-ra!. In a .-Mini 1 ,am 

sense, compulsory service, whet la r military or other, i-> a 
tax upon the productive pow.-rs of the nation, mile,.. V e 
are to speak of '‘producing'' security. In an individual 
sense, a. conscript is taxed to the i xte.n of the dilteivno- 
between what he would have earned, if i,.»t 1 ailed to ei 
vice, and what he dm"., cam dmiug the time ,,f -ervite, 
with some adjustment to be made ba .-q mi hi. producing 
powers at the end of hi- term a apa';: t v.'ia'U tie v v.* mid 
have been had he hum left fn-c. ) ; v ■ , ; .i rel . .,t ; ,-m. q,. 

net social gain or lo ■, due 1.. . dpUm i I.dd | ;i | , n om 

serious than the net individual cuin or h. hovco r meat 
fh<-se may in many cam he. 'Ii,e oppo ite j. mlan 
of another “ fax " not paid in tin medm . -i-\ it >- of mi 
paid jurymen, 1 fere, by common ae r< emi to, da net mial 
gain is held to he > t » p nm f a ■ J 1 , o vt ttide tic tc t i 1 idtv iduaI 
loss. 1 hat, of rinipe. i , no tea 1 on ha mniut.iimm: a. v ti m 

of individuid 1 .e:, hut only h >r Minim' the mial cam. 

Hut we need not hold our five-. bound to 11c hale " tax* , " 
of personal service in our inquiry. What vw* m.K di * tibe 
as taxes by a more ot le- - t mr cimt . 1 m«• • *t a (mine o) ■ p. |, ( 
can he omitted in an inquiry into pdm jph . ■unborn anv 
fear of a, consequent f.d ilimitiom \\V max now put into 
formal shape the definition-, ot the terms v,v havi dealt with. 

1'axfs are compulsory payments made by perote. to a 
governing body, and not guar antccing dctinite tiu astueil 
services. 

PtiiY laws are 1 axe 1 - and no more: niiujail my pay., 
merits made bv persons to a governing body, and n>*l 
guaranteeing any delinite utea-med . iv*. r . 

(hm.se /axes me faxes with a non lax addition , lompul 
sory payments made by jierons Jo a governing body, and 
resolvable into two parts, one being a quantitative payment 
for proportionally quantitative sendees ft hat is, a pd«e), 
and the other a Pure Tax. 

Prim are quantitative payments for proportionally 
quantitative services. 
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Profits are the excess of income ov< r expenditure, in 
transactions winI here is an exclaim;*' *•! <■«■<*in >i j m smim! 
or services, finis Taxes are either pure or mh\wL I f pure, 
they fall under tin* d<. fmilion of Pure Two--. 11 mirnd, 
under that of Quasi-Taxes. The element of mnnpnl ion, 
and the relation to service n*nd< ivd, may ho wbnPwd \ >r 
the two pun,; cases of Tax and Price, and for the mf* i m* d P m 
case where Pah exist. 

C o/i;ej; 

lax (Pun* form) , . , {' 

Tax (A1 ixed form) . . . 0. 

Price , . » . . \',,j < 

dliis classifiedion Paver* rim word “ 
in romnion ti>e, to include a go ah r or P pi, <m y .j ; y 
what is really payment for •■(•rvi«v- l whii t Awuv implune 
a task imposed. It mark; out low; fhP v.h«.J«* *h» pert 
that is quite diss* minted h»an o-rvPr . r»-r h h o d in < «tv \U m *- 
or practiea.1 equivalence of the tn\, and pp.:h .* j,:n 
under a. distinctive nam* , i’mv "Pm, 

We have said that wv aro not in thi inquij\ ur*;* i if* 
necessity of dealing with the won I 11 mbs” ha alihowdi \\ r 
art! dealing somewhat nietPuPm.ly with wed . n : m 
order to get as einwly a-. p<»v jh!e p > tla id< a thei thr wad 
cover- and sometimes hide, \V» ‘hail did unit all tlv 
elements in "rates” in dealing with Here in "n\r T 
I he word " rate M is or hue been wed to nsm, 

(a) a. payment marie to a, minor gownmw body : 

{!)) a tax levital as am apportioned inn tion *4 a fn\rd urn ; 
(c) a snap of ass.es> ment. 

Die* older sense is bet ter preset ved iti the tt t in M t at in:; M 
than in the term M rates ” (7w/, mm tutus, to think, *!» .in, 
judge, Latin synonyms (IJr, Pureyh /m/e, no/ow i./amy 
jmlieo, exkfiwo). At the next stage, a late tin* 

standard by which a value is adjusted oi M mhtl “ ; oj ?l tr 
value itself so obtained ; or (lit* tax, so r tiinati d. Modem 
usage applies the word "rate" to must |<*« ally mile, ted 
taxes - l>nt no! fo all, for we speak of a dog H< erne, and not 
of a dog-rate. 


•V , Or V' 
, 0 v\„. v 

I 

f f » 

I » 
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A similar ronfe-inn ha- aria, n in Frame nvt r “!axy” 
and “taxer," winch refer primarily w raima, ivvala!iny, 
assessment, and see. <t■<fariIy a , 1 a.xin 



Vf. 


In any aualy-h of ivvtime whin it d n-cful In In<|Hin 
itiln the nature nf that part nf the rev, taw tn !„• , , 

])n tfi t 11 a e i triin iple amt he adnpte.I iu -..parai in" till 
fn*nt linr-e prnlil'- any eltniit 11f nf pine mx that they j::;iv 
<‘ i it1 1 .titi. ! here i-. ! >y in > i;lea ti a i ei,>'rai a " r,, ns , j ; ., (,, 

the pi iiif iple that iaatld he ;mI< ij,te,L Ir, the autumn nf 
I'Spp, a lid ni lilteen 'jit*' t i< '11 ■ nil t a \ a t i n n v. . I . eM In 
sixteen 11'eii win, may properly U ,!e n i|„ ,j ;i , % | „ j t ,, I; 
fhe :■ ultjecj. and a ■ ,n■ nt the ipo tini, ■ X -;| t , n , ,| 
diteelly 1 1> the , 1 ,n,» t * 1 »"■ ei'iptit,n nj 11 e ia t i, y, i,j;e n; \ h. 


l 1 '*' I < dta-e. we 1 1 *. 1 \ v.ith ad\..ula 


'ti' a !i r tia 


Riven, emu pi up, them in the wav nm t , *■ n\. 11i, j,r f,, r nm 
piv-ellt pmpn e. IhennVn] are "i'n I! ;,l Hi,;. I I, 

<h <,/,i•••■• e>. ni,,i> r lim title “ Mein..im,,, p■ j; nr - 
h» Hie (la dll, atimt and lie id, tee nj Imped,d and i 

Taxes/’ 

It may lie raid broadly that the nwvwr nt dm. «(,•> 
a.re best w t rihed a- j,i .liti, i.ne* nr puhtir m< n, weie nn the 
wjmle '■(jtiaicly in la vnttr nf d. , lihiti" ti,e pintp . ‘/‘net 

revenue "j nf the 1 'nd ()!!„,. n-. a ny dhe ... . 

as »»;iht he expected, pave mnle railtinll'. and nine die- 
n-itiiinatitip, replies, They fail into (u,, ; map . hither 
they say that the !'<»•.< < tithe pmht , are taxes nf ...pedal 
kiml marked nut l>v the dn\e| luileltt I’mnnpnly iii letter 
< a,i 1 \ inp, m I hey 'ay t liat the net mv, mie r i >nlv a lax its 
thttl it < nut,'uiis, nr mav emilain, an element nf pun- faxes : 
that is, fhey wmild da it as a mixed fax, 

llte fin,Up that We have railed the “ pnlitidali ' 1‘inttp 
includes Sir h. W, llamilinit Rvle- daiur. ah.Mi. (,„ V|,rtt 
as takim; the saute pudtinnj, l.md h'anvi, the Ripht Hun. 
II. L, (1 tin tut'V (Kurd ( uiutney), Sir dnumie, Mr. 

J. W. S. ( aillie, and Professor <.muiei, In these may !«• 
added Sir Robert f/ijfen, who held that imt only the net 




32 


THE NATURE OF TAXATION. 


/ 

revenue, but the gross revenue of the Post Office should 
be included “ in any statement of taxation.” Mr. T. Mackay 
thinks “ there can be no doubt that any profit which it (the 
Post Office) makes is a tax,” and as he sketches the institu¬ 
tion as an inefiicienf monopoly, he would perhaps be ready 
to class more than net revenue as taxation. 

Before we leave this group, it will be well to consider the 
influence exerted by the definition of a tax which has been 
taken by the different writers. In some cases, the answers 
contain a definition, and must be considered in the light of 
the definition chosen. The following definitions are given 
by members of this group. 

Sir E. W. Hamilton :— 

“ A tax, or rate, is an obligatory contribution by persons in 
respect of or incidental to, something which they possess or 
something which they do ” (p. 33). 

Sir Robert Giffen :— 

“ 'Faxes in the proper sense of the word, viz. contributions by 
individual members of the community to the expenses of the 
State” (p. 93 )- 

Sir G. L. Gomme :— • 

“ If a tax falls in exact proportion to the benefit conferred in 
respect of such tax there is no incidence of taxation in the strict¬ 
est sense because taxation has not occurred.” " . . taxation 
pure anil simple only occurs where the charge falls (1) m no rela¬ 
tionship to the benefit conferred ; (2) where it is in excess of the 
benefit conferred” (p. 237). 

Professor Conner:— 

“ Taxation is the exaction from the various members of the 
State of contributions towards the common expenditure ” (p. 145). 

Taxes are the contributions exacted from persons who are 
members of the State towards its general expenditure ’ (p. T49). 
"Taxes are contributions towards the general expenditure. 
Imperial or local, of the State, exacted from its members in pro¬ 
spect of something they possess, or something they do (p. 149). 

These definitions, with the exception of Sir L. Gomme’s, 
would include all branches of revenue except loans and 
tribute. They exclude, where “ members of the State ” 
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(Professor Gonner) or “ members of the community ” (Sjr 
Robert Giffen), are specified, any part of customs duties 
that may be “ paid by the foreigner/* They would take 
in all that we have classed as Pure Taxes, Mixed Taxes, or 
Profits. The definitions of Sir E. W. Hamilton, Sir Robert 
Giffen, and Professor Gonner demand that not only the 
net revenue, but the gross revenue of the Post Office shall 
be classed under “ Taxation ” ; and Sir Robert Giffen 
quite rightly, under his definition, puts it so. For the 
expenditure of a State Post Office is “ a contribution towards 
general expenditure ” : the whole of the payments are 
obligatory on all civilised people except the few who prefer 
abstaining from correspondence to buying postage-stamps : 
and the contribution is “ in respect of or incidental to 
something which they do.” 

The obligatory nature of the payments for postal services, 
as of what are classed as indirect taxes, has been affirmed 
and denied, and it will be well to examine such payments 
before we proceed further. The question has usually been 
discussed in relation to taxes upon commodities, but the 
arguments apply to taxes upon services also; moreover, 
postage-stamps are commodities. 

Adam Smith considered that such taxes were not obliga¬ 
tory . He said of them :— 

“ As he (the consumer) is at liberty too, either to buy or not 
to buy, as he pleases, it must be his own fault if he ever suffers 
any considerable inconveniency from such taxes ” (“ Wealth of 
Nations,” Bk. V., Chap, ii., part ii., § iiL). 

Mill rejected this view as fallacious. In Bk. V. Chap. vi. 
§ i of the “ Principles of Political Economy,” he writes :— 

“ There is, however, a frequent plea in support of indirect 
taxation which must be altogether rejected, as grounded on a 
fallacy. We are often told that taxes on commodities are far 
less burdensome than other taxes, because the contributor can 
escape from them by ceasing to use the taxed commodity. He 
certainly can, if that be his object, deprive the government of the 
money; but he does so by a sacrifice of his own indulgences, 
which (if he chose to undergo it) would equally make up to him 
for the same amount taken from him by direct taxation.” 
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In the “ Science des Finances ” of Boucard et Jeze, a 
similar view is expressed :— 

“ All taxes are compulsory. It has been claimed that taxes 
on consumption are optional (facuttatifs), seeing that every one 
is free not to consume. It would be just as true to say that taxes 
on land (1‘impot fonder) are not compulsory, since it is open to 
the owner of an estate to cease to be the owner ” (p. 238, edition 
of 1904). 

Professor Bastable carries the argument further. 

“ A citizen can indeed escape a wine duty by not consuming 
wine. That course, however, has the double disadvantage of 
depriving the State of revenue and of diminishing his own 
enjoyment.” 

Whatever case is likely to be framed in favour of regard¬ 
ing any kind of taxes as optional, is brought up against 
two facts: that if they are optional, most of them will 
remain unpaid, and that it is the essence of a tax that it is 
not optional but compulsory. As it becomes optional, it 
ceases to be a tax, unless we are to let words like “ tax ” 
and " gift ” stand for similar conceptions. 

If so wide an extension of the term “ taxation ” as implied 
by this group of definitions is to be accepted, then the whole 
revenue of the State, apart from loans and tribute, will 
properly be called “Taxation.” Sir Robert Giffen takes 
this wide definition, and applies it logically. If the State" 
owned the railways of the country, Sir Robert would then 
reckon every penny spent on railway tickets as taxes, just 
as he here reckons with respect to postage-stamps. 

But this is not the ordinary sense of the word “ taxation.” 
If nationalisation of the railways came about in these islands, 
the average Englishman would not, on his own initiative, 
call the money he spent on tickets a tax—except in so far 
as he judged the payment to be in excess of what the com¬ 
panies would have charged him, or used to charge him. 
He does not at present count his municipal tram fares among 
his rates. In his method of reckoning what are and what 
are not taxes, he is to be classed with the economist group 
rather than with the politician group. 

Before we deal with the other answers, we may note that 
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Sir L. Gomme measures the " benefit conferred ” by the net 
cost of the service rendered, and puts the excess (net revenue) 
as taxation pure and simple. He makes no comparisons 
with private enterprise, but considers all State profits as 
Pure Taxes. He says :— 

“ The net revenue of the Post Office is, in my judgment, cor¬ 
rectly treated as a tax, and I think it might just as properly be 
classed under the heading of ‘ Taxes levied in respect of com¬ 
modities as under the present rather unmeaning heading of 
‘ Miscellaneous Taxes.’ It is a tax upon the persons using the 
letter-carrying industry performed by the Government.” 


Now this raises the question of what is to be put, under 
the classification we are adopting, in our group of Profits, 
and in our group of Taxes, Pure and Mixed. For wherever 
Profits form an item of Revenue, it will be necessary for us 
to separate out any element of pure taxation that is con¬ 
tained in such parts of profit as “ the net revenue of the 
Post Office ” discussed in the " Memoranda.” For this 
we shall need some principle, and as a help towards finding 
it we may gather together the opinions expressed in the 

Memoranda. We have not yet set out the definitions 
offered by the economist group : but of these, the only two 
that are given in the replies are bound up with this very 
inquiry. The method used in separating taxes from profits 
quite properly springs from the definition of taxes which 
is adopted. 

The following are the two cases. 

Professor Edgeworth:— 


. " What is the best definition of a tax is an interminable 
inquiry. There is a whole literature on the subject on the Con- 
finent. For the present purpose we may accept Professor 

Bastables definition of a tax, and understand with him that 



fr * r rT J ^ nation f mono finance, 

n. l., § 4). Or, m Professor Sidgwick’s words, ‘ Government 
avoids interfering with distribution ’—whether in the wav of 
tax or bounty—if it sells the commodity at the price at which 
S would ,, e ^.provided by private industry ’ (” Political 

<we can only conjecture roughly 
Wh . . t i epnce . wouId have been -' We do not know to what 
extent the service would be monopolised in the absence of Govern- 
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mental interference. The calculation is further complicated by 
the possibility that, whether in a vegims of perfect competition, 
or more or less imperfect monopoly, there might be different 
prices varying with the cost of service in different localities. It 
has further to be considered that the burden imposed on the pub¬ 
lic by the Government monopoly of the post is not to be measured 
simply by the rise in price which it may occasion. Professor 
Marshall, in a letter to The Times of April 6 1891, estimated 
the loss to the public in the way of consumers rent consequent 
on the prohibition of private' enterprise in postal services, as 
amounting to some four and a half million sterling pounds annu¬ 
ally It seems to follow that ‘ the net revenue of the Post 
Office ’ is a very inaccurate measure of the fiscal burden imposed 
by the Government monopoly.” 


Professor Conner:— 

“ Taxation is the exaction from the various members of the 
State of contributions towards the common expenditure. 

“I feel no doubt as to the soundness of the decision in regard 
to the net revenue of the Post Office as a tax, and to place it 
under the heading of ‘ Miscellaneous taxes not incidental to 
property ’ . 'faxes are the contributions exacted from per¬ 

sons wlio are members of the State towards itsgencral expendi¬ 
ture If this is so, payments made by the individual to the State 
in regard of definite personal services are taxes, in so far as they 
arc in excess of the cost incurred. The mere fact that they are, 
in the first instance, exacted from persons availing themselves ot 
these services is not sufficient to deprive them of the character of 
a tax like any other tax, a tax on communication, which this net 
revenue represents, is open to the charge of arbitrariness in its 
imposition. Many definitions arc offered by various writers. In 
view of the considerations put forward above, I would add one. 
Taxes arc contributions towards the general expenditure, Imperial 
or local, of the State, exacted by it from its members m respect 
of something they possess, or something they do I his definition 
which corresponds in many ways with that laid down by bir 
Edward Hamilton in Iris Memorandum, if rigidly construed, 
removes from the category of strict taxes payments made to 
cover the cost of personal services by the State. 


Let us note first of all that the alternative offered us by 
Professor Edgeworth is indefinite. He cites Professor 
Bastable’s rule, that “ where ordinary profit is exceeded, 
the monopoly possessed by the public office is employed for 
taxation.” Unless “ ordinary profit ” is taken to mean 
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" ordinary monopoly profits,” which is not what it shoijld 
mean, we have here a contrast between private enterprise 
competitive prices and State monopolistic prices. It is 
not always the fact that monopoly prices are higher than 
competitive prices, and in some cases, if we were to assess 
taxes by subtracting State monopoly prices from private 
competitive prices we should get a negative tax. The 
alternative rule quoted from Professor Sidgwick is more 
satisfactory. There is no tax if the State sells the com¬ 
modity “ at the price at which it would be provided by 
private industry.” Whether this occurs as between a 
State monopoly and a private monopoly, or between com¬ 
peting State and private systems (like the London County 
Council trams and the motor-buses on their routes), or 
between a State monopoly and competing private fir ms , is 
indifferent. If the public is getting an article or service 
from the State at the price that would have to be paid if 
the State withdrew, there is no tax. 

Professor Sidgwick’s rule is applied to test the case where 
" Government avoids interfering with distribution.” This 
is not quite the same thing as the case where there is no 
tax, but, except in one hypothetical case, it comes to just 
the same thing. If the taxes of a State could be so graduated 
that every one was left, after paying his taxes, in exactly 
the same state of welfare, relatively to every one else, as 
existed before the levy, then distribution has not been 
altered : that is, the proportion in which goods and services 
are distributed is unaltered. But the total of goods and 
services received by each one who pays the tax is altered: 
all are poorer off, pending the decision of the method of 
expenditure by the State. If every one gets back from the 
State just the kind and just the amount of goods or services 
that he would have purchased with the money that went 
to the tax, there is no ultimate effect of the tax. In so far 
as each gets a less return than this, he is taxed. 

Where the State, then, charges no more than would be 
charged by whatever individuals or bodies would step in 
when State-service ceased, there is no tax. 

A clearer view of the general relations of the facts we are 
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discussing will be obtained by a consideration of some 
specimen services and commodities, arranged to suit the 
ideas wc have been setting out. Take the goods and services 
represented by these terms—a Public Elementary School, 
a High Road, a Street, a Bridge, a Tunnel, a Ferry, Postage- 
Stamps, a Railway, Diamonds, Bread. 

The expenses of a Public Elementary School are met by 
payments made to the State and to a local authority. The 
payments made to the State are according to income (but 
not proportionally) as in the Income Tax ; according to the 
amount of beer, spirits, tobacco, currants, and so forth, 
purchased by the taxpayer; according to the number and 
extent of the legal transactions in which he engages; accord¬ 
ing to values that he may inherit; according to a score of 
tilings in his way of living. His payments in rates are 
according to an assessment made on the fixed property he 
occupies. In no way is there any direct relation between 
the payments lie makes and the benefits, if any, that he 
receives. He may have no children, and may account it 
a benefit or a source of irritation that his neighbour’s children 
sing “John Peel” or chant multiplication tables by his 
garden fence. 

From a High Road he will get some benefit in person, 
when he walks or cycles or motors along it: and further 
benefits less directly, with regard to the goods that are 
brought for his use along high roads. But his payments 
are not assessed according to the miles he travels on high 
roads, or the quantity of goods brought to his door, but 
according to a standard that only roughly represents these 
things, and often does not represent them at all—his rent. 

His own street comes closer to his individual uses : yet 
if he invariably left his house by aeroplane, and never 
stepped in the street, he would not pay a penny the less. 

He would pay for the benefit obtained from a bridge, if 
a system of tolls obtained, exactly in proportion to his use 
of it. But where there are no tolls, he pays although he 
may cross the river always in his private boat. 

In some cases he pays for the use of a tunnel according 
to the number of times he passes through it, as in the case 
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of the Severn Tunnel, where an extra charge is made on 
passengers. A like thing occurs in connection with the 
Forth Bridge. But in general, a passenger on the railway 
who goes through ten tunnels on a hundred-mile journey 
pays no more than a passenger on another hundred-mile 
run where there are no tunnels. 

As for Postage-Stamps, he pays a penny for the stamp 
that will have his letter taken across the street, and a penny 
for the stamp that will take a similar letter across the Indian 
Ocean ; he pays less to have a bulky newspaper taken to 
Dublin than to have a slim letter-card taken to the same 
place. Service may differ enormously while payments are 
similar, and payments may differ whilst services are practi¬ 
cally identical—as where a 3 r \ oz. letter is carried for a 
penny, and a 4-^ oz. letter for three-halfpence. 

Railway charges are fixed, in England, according to a 
system of Monopoly tempered by legislation. The Parlia¬ 
mentary rate of a penny a mile is not based on the expense 
of working the mile of rail that is travelled, but mainly upon 
a legal enactment that adopted miles as a rough standard 
by which services might be in some sense measured. 

The prices of diamonds, again, are largely monopoly¬ 
prices, the output being regulated—in particular by the 
great De Beers Company. 

Finally, the price of bread may be fairly taken as a com¬ 
petition-price ; and payments are directly regulated accord¬ 
ing to the quantity of the commodity, of a certain grade, 
that is supplied. 

These examples illustrate the steps that lie between pure 
taxes and prices. They suggest a great number of actual 
and possible payments lying between taxes and prices, and 
they indicate some methods of assessing payments. Of 
such methods we may mention:— 

(а) Payments according to exact quantities, measured, 

as in yards of cloth ; weighed, as in pounds of bread ; 

counted, as in reams of paper. 

(б) Payments according to approximate quantities, calcu¬ 

lated by some standard, more or less closely related 
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to the use of the goods or services : as when water- 
rates are reckoned according to rents. 

(c) Payments that are not graded according to the actual 
or approximate quantities of the goods and services 
supplied, but according to some unrelated thing, 
such as the income of the payer. 

These correspond very closely to our classification of 
taxes, quasi-taxes, and prices ; but it may be noticed that 
the second group covers a great deal ol the moneys paid to 
local authorities under the form of rates. 

What emerges from our analysis is a whole series of tax- 
forms, from tiie pure tax which is tax and nothing else (in 
this relation) to the “ tax ” which contains but the tiniest 
fraction of real tax in its amount. Then we come to profits, 
which may or may not he. railed " taxes ” . payments of 
such monopoly or competitive prices as would lie paid if 
the services supplied were those of a private-adventure con¬ 
cern, payments for which the payer gets exactly as much 
in return as he would get if the State or other governing 
body ceased to supply the services. Beyond this, there may 
be cases where the payer receives from tin- governing body 
more, services or goods than he could purchase for the same 
money if the State supply ceased. 1 fere would be negative 
taxes. 

The accompanying diagram is an attempt to represent 
the whole series. The area A, which represents Pure luxes, 
varies from the possibility of the upper portion, ax, which 
is balanced by no return whatever in the shape of goods 
or services, to that of the lower portion (A which is linked 
with a large though undefined amount of services, fire 
dotted boundary lines represent the indefinitcncss of these 
services ( a). 

The Quasi-Taxes, B, are shown as consisting of two dis¬ 
tinct parts, one of which, dotted, is really a price paid for 
the equivalent services ft, the remaining part being a pure 
tax, to which corresponds the area of indefinite services, 
aa, not quantitatively corresponding, so that the smallest 
purc-tax contribution in B, which is B 4 1 , may be offset 
by the largest amount of undefined services, fttm. 


Diagrammatic View of Taxes and Prices 


A Tax, Price, Service or Commodity oi 
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Ihe essential feature of a tax then emerges as a result of 
Hie opposition of Profits and Taxes as elements in revenue, 
or the opposition of tax-payments and price-payments 
(purchase-payments). This brings us to Compulsion as the 
essential mark of tax-payments; and in this connection 
we correlated "tax” with "task.” Slave-labour is tax- 
labour ; free labour is payment-labour. The slave-owner 
will certainly give services to his taxpayers —food, clothing, 
protection : but the slaves do not by their labour purchase 
these things from him. 

A tax, then, is a payment compelled, and Urn compelling 
power does not guarantee a definite return ; while a price 
represents one side of an exchange, the result of immediate 
or mediate bargaining. A tax is not derived from any 
bargaining except that vague element expressed by the 
fallen phra.se “social contract/' If the people of a, nation 
am willing to surrender the whole of their inrom.es to the 
governing power, upon a definite under-landing that they 
shall receive in return certain goods and services, then so 
long as the people are free to have these services supplied 
in sonu* other way, and do not care to make the change, 
they are not faxed at all. 'For in such a rase neither of the 
two elements of taxation appears : first, there is no compul¬ 
sion, and secondly, there is a guarantee of a definite fixed 
return in goods and services arrepted as equivalents. 

We have taken a chapter to answer the simple question, 
“ What is a Tax ? '* In answering the question, we have 
had the historical evidence before us— as expressed in 
definitions- in such completeness as to afford material, for 
finding a satisfactory answer . 1 If it be urged Unit the answer 
is not satisfactory, it can at least be said that the bulk of 
the evidence has been " laid on the tabled’ We have set 
forth a definite theory of tlu; true place of taxes in (he scheme 
oi public finance, consistent with the concept ion of taxes 
arrived at. Incidentally, too, but not, we think, needlessly, 
we have considered the principle of nomenclature proper 
to economic science. 

We may pass on, now, to a consideration of the historical 

1 Appendix to Chapter I., pp„ 246-269. 
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development of ideas about taxation—ideas that may be 
called fundamental in the theory of taxation. Here also, 
at the risk of tedium, we propose to lay out the evidence in 
detail, making provision for those readers (quite possibly 
a majority) who arc unwilling to examine all the details. 

The reader who has not yet referred to the appendix to 
this chapter (p. 246 ct set/.) will find, upon a little examin¬ 
ation, that the definitions of “Tax” and of “S/awr" 
move towards and settle upon the form of definition we 
have adopted. Of " imfroi ” I can only say that I have 
not yet happened upon any French writer whose definition 
coincides with that I have adopted. 


CHAPTER II. 

Tin; Dkvki.oi'mknt of Ii»kar About Taxation'. 

Thkkk arc two distinct plans on which this chapter mi^ht 
be writ ten. On tin 1 one hand, we might < h scribe t hr changes 
Hint have occurred in ideas of taxation from time io time, 
making group.-, <d schools of thought: and of periods and 
building up a picture, chiefly composed of statements about, 
tin* thinkers, and writers of the different periods, with more 
or less critical comment. On the other hand, we miylil. 
with mote tumble, c<»l!e< I ;is many as possible of the exact 
words of tin re who Inive at different times written of the 
prinriples of taxation, lay them out before u», draw infer¬ 
ences, if we will, or leave the evidence for each to draw his 
own inferences. 

The find of t hese methods is the easier and pleasanter, both 
for the writer .and for his readers. Hut it has the disadvan¬ 
tage that the reader is asked to accept a great deal on the 
authority of the writer. At its best, it is an admirable 
method for economising the reader's time and energy, and 
for providing him with a visualisation and a definite "set of 
facts and opinions. At its worst it may he what in the 
world of lielli'H-ltHtfs is called "chatter about Harriet.” 

The second method is more wearisome, both to the writer 
and to the reader. It sacrifices a great deal of roundness, 
finality, and apparent completeness, in order to approximate 
more closely to the truth, and to keep open the door of 
revision, if it wen; completely followed out, it would 
demand that every phrase of every writer on tlx* subject 
should be laid out in order. There may la; a few writers 
ready to face such a task, but then; would be very few readers. 
The method is not attempted here in all its completeness^ 

4 S 
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ft is followed as a method, and with what may fairly be 
claimed as sufficient completeness. 

For convenience of treatment, more than for any other 
purpose, the evidence is divided into nine parts. The divi¬ 
sions are more or less arbitrary, and as we are adopting them 
mainly for convenience we need not spend time in justifying 
them. The works of Quesnay, Adam Smith, Ricardo, John 
Stuart Mill, Stanley Jevons, and Wagner, are sufficiently 
distinctive to be satisfactory landmarks. The quotations 
themselves will show that the divisions are, as wc have 
said, chiefly of convenience. There is a great deal of over¬ 
lapping, and it will not always follow that a writer of the 
nineteenth century is nearer to the position of the twentieth- 
century economists than a writer of the eighteenth century. 
There is muck atavism in the history of thought. 

What wc want to know is the result of human inquiries 
into the nature and basic principles of taxation, and if we 
traverse the ideas that have been held and expressed, it is 
chiefly to mark the general direction and trend of thought, 
that wc may trace the movement that lias brought us to our 
present position, and judge whether the evidence of the 
past confirms the belief of to-day. We want to see what 
foreign accretions have fallen away from the subject, and 
to be convinced that they were foreign to it, and not essen¬ 
tial parts of it; we want to confirm or re-set our conception 
of the just proportions of the different elements or principles 
of our subject, and see what is important, basal, vital, and 
what negligible, secondary, dispensable. All thought of 
value is for ultimate action, as life is for doing things. We 
examine past thought for the sake of future action. 

The compilation of extracts is not tlie best possible (no 
compilation ever is), but it is the best possible under the 
circumstances, one of which is the fallibility of the compiler. 
But it should be complete enough and distributed enough 
for its immediate purpose. 

We will say nothing, at this stage of the inquiry, con¬ 
cerning the fruit fulness or barrenness of tin; results. In any 
case, some review or summary of the course of thought must 
necessarily be included in an inquiry of this kind, and that 
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holds whether we have begun, with a preconceived theory, 
and seek its support, or have an open mind, like an un¬ 
printed page, ready for the impress of a verdict when all the 
evidence has been recited. Evidence is often so contra¬ 
dictory and confusing that it hinders rather than helps in 
the finding of a verdict: but that is not an argument for 
refusing to hear evidence. For the particular form in 
which the evidence is presented, we have already stated a 
reason. 

Further, there is the question of bias in the selecting— 
unconscious as well as conscious bias. This is probably a 
small matter, because there has been very little selection 
at all. Almost every quotable fragment on the principles 
of taxation that has come in the writer’s way is inserted. 
There are sure to be omissions, perhaps serious omissions; 
but that is because of the limits of time and space, together 
with the general limitations under which the work has been 
done. 

Apart altogether from its relation to this book, a series 
of opinions on the principles of taxation, presented in one 
view, has an interest of its own in the history of human 
thought, and an examination of these quotations may lead 
to inferences quite apart from those we may now draw. 


§ x. EARLY NOTIONS. 

There is not a great deal to be garnered from ancient 
writings. The Greeks speculated freely on questions of 
government, but they troubled little over theories of taxa¬ 
tion. Among the Roman writers too, though there is much 
about taxes and taxation, there is little theory. The 
Babylonians were a people likely to have arrived at definite 
practical ideas on the subject, but their tablets have revealed 
nothing yet of any particular interest. 

Early taxes, like early laws, appear in a religious form, 
and under a theocracy the tithes and firstfruits are the only 
taxes known. In the description given in the book of 
Samuel, of the change from a theocracy to a monarchy, the 
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representative of the theocracy very naturally objects that 
a king will claim taxes. 

" He will take the tenth of your seed, and of your vineyards 
and give them to his officers, and to his servants. . . . He will 
take the tenth of your sheep.” 

The rates that have been recorded vary from a twentieth 
to a quarter. In Hebrew history the rate is so uniformly a 
tenth that “ tithe ” has come to mean not only a tenth, 
but a tax of a tenth. 

This attempt to fix a just fraction of the annual produce 
to be paid as tithe or tax, is almost the only contribution 
to a theory of taxation that the ancient religious laws 
afford. The evil effects of overtaxing are pointed out in 
several ancient codes, and the wisdom of a policy of modera¬ 
tion is pointed out, on very much the same basis as modern 
arguments of the folly of " killing the goose that lays the 
golden eggs.” Josephus, who might have given us some 
significant comments, writing as he did with a knowledge 
of later practice and ideas, gives only a bare recital. 

(«) References in Ancient Sacred Books (dates 
uncertain). 

Biblical References. 

Tithes are mentioned often in the Bible. 1 

The tithe includes, beyond the support of the priestly 
caste, something like a poor-rate. " At the end of three 
years thou shalt bring forth all the tithe of thine increase 
the same year, and shalt lay it up within thy gates ; and the 
Levite (because he hath no part nor inheritance with thee), 
and the stranger, and the fatherless, and the widow, which 
are within thy gates, shall come, and shall eat and be satis¬ 
fied ” (Deut. xiv. 28-29). This recurs later. “ When thou 
hast made an end of tithing all the tithes of thine increase 

1 The references are these : Gen. xiv. 20; xxvili. 22; Lev. 
xxvii. 31-33 ; Num. xxiii. 21-28; Deut. xii. 5—18; xiv. 22—29; 
xxvi. 12-14 ; 2 Chrcm. xxxi. 5, 12, 19; Nch. x. 37; xiii. 5; xii. 
44 ; Amos iv. 4 ; Malachi iii. 8 ; Apocrypha, Tobit i. 7, 8 ; New 
Testament, Matt, xxiii. 23 ; Luke xi. 42 ; xviii. 12 ; Hebrews vii. 5. 
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the third year, which is the year of tithing, and hast given 
it unto the Levite, the stranger, the fatherless, and the 
widow ” (Deut. xxvi. 12). The Levites were not to have 
other possessions. “ Thou shaft have no inheritance in their 
land ” (Num. xviii. 20). 

The term translated in our version by " tribute ” seems 
to cover very much what is usually covered by that word ; 
and of course it falls under the general word “ taxes.” In 
the letter of complaint sent to the Persian king who is 
called Artaxerxes, “ toll, tribute, and custom ” are grouped 
as payments due to a sovereign lord (Ezra iv. 13, iv. 20 ; 
and again in Ezra vii. 24). The reference Ezra vii. 24, is 
interesting as an early example of the exemption of the 
clergy from taxes. " And I, even I, Artaxerxes the king, 
do make a decree. . . . And we certify you, that touching 
any of the priests and Levites, singers, porters, Nethinims, 
or ministers (Revised Version, ” servants ”) of this house of 
God, -it shall not be lawful to impose toll, tribute, or custom 
upon them” (Ezra vii. 21-24). The original unedited 
decree would have its own interest also. 

The idea expressed in this book, that a tax is essentially a 
task, compulsory and without guarantee of definite equival¬ 
ent, is illustrated by the Authorised Version and Revised 
Version renderings of Proverbs xii. 24. The former runs— 

“ The hand of the diligent shall bear rule : But the 
slothful shall be under tribute,” and the latter, 

" The hand of the diligent shall bear rule : But the 
slothful shall be put under taskwork.” 

The allusions to " tribute ” are in Gen. xlix. 15 ; Num. 
xxxi. 28, 37, 38, 39, 40, 61, 72 ; Deut. xvi. 10 ; Josh. xvi. 
io .;,2 Sam. xx. 24; x Kings iv. 6, and ix. 21 ; 2 Kings 
xxiii. 33 ; 2 Chron. viii. 8 and xvii. ix ; Ezra iv. 13 and 20, 
vi. 8 , vii. 24 ; Neh. v. 4 ; Prov. xii. 24 ; Matt. xvii. 24, 25, 
and xxii. 17 ; Mark xii. 14 ; Luke xx. 22 and xxiii. 2 ; Rom. 
xiii. 6. 7. Taxes are referred to in 2 Kings xxiii. 35 ; Dan. 
xi. 2 ; Luke ii. 1, 2 ; Acts v. 37. 

Apastamba. 

In the Apastamba (“ Sacred Laws of the Aryas ”) a list 
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of people exempt from taxes is given—learned Brahmans, 
women, boys, students, those performing austerities, Sudras 
who live by washing feet, blind, deaf, dumb and diseased 
persons. To support these is given in the Gautama as one 
of the duties of a king—Brahmans, " those who are free 
from taxes, temporary students. The Gautama assigns 
one-tenth, one-eighth, or one-sixth of the produce to be 
paid to the king as a tax. “ Some declare also on gold and 
cattle one-fiftieth.” Whether property or income is meant 
is not always clear. Merchants are to pay one-twentieth, 
and sellers of fruits, flowers, etc., one-sixtieth. It proceeds : 


„ J or ^ ^ duty (of the king) to protect (the taxpayers) 
But to (the collection of) these (taxes) he shall always pay 
particular attention. He shall live on the surplus Faeh 
artizan shall do monthly one (day’s) work.” 


Vasishtha. 

The Vasishtha says :— 

“ But a kin S who rules in accordance with the sacred law 
may take the sixth part of the wealth (of his subjects)—except 
from Brahmans." L 

Later in the same writing come these passages:— 

“ He who swims with his arms [i.e. to avoid a toll at a ferrvl 
shall pay one hundred times. 

" No taxes shall be paid on the usufruct of rivers, dry grass, 
forests, (places of) combustion, and mountains; or those who 
draw their subsistence from them may pay. 

" But he shall take a monthly tax from artisans.” 

One-tenth of the produce is given as the annual levy in 
the “ Shih King ”—Ode 7 of the Sixth Decade. 

" Bright are the extensive fields, a tenth of whose produce is 
annually levied." 

Laws of Manu. 

In the Laws of Manu (VIII. 398) the proportion to be 
paid in taxes is put at one-twentieth. 

“ Let the king take one-twentieth of that which men well 
acquainted with the settlement of tolls and duties, skilful in 
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(estimating) all kinds of merchandise, may fix as the value for 
each saleable commodity/’ 

There are laws immediately following directing confisca¬ 
tion of the whole property of a trader who exports (“ out 
of greed ”) any good of which the king has a monopoly; 
an eightfold fine for the evasion of tolls and duties ; a 
weekly fixing of prices by the king; an examination of 
weights 'and measures twice a year. 

People exempt from taxes are mentioned :— 

a blind man, an idiot, one who moves with the help of a board 
(a cripple), a man full seventy years old, and he who confers 
benefits on Srotriyas.”—VIII. 394. 

“ Having well considered (the rates of) purchase and sale, 
the road, food and condiments, the charges of securing the 
goods, let the king make the traders pay duty. After due 
consideration the king shall always fix in his realm the duties 
and taxes in such a manner that both he himself and the man 
who does the work receive (due ?) award. As the leech, the 
calf, and the bee take their food little by little, even so must 
the king draw from his realm moderate annual taxes.”—VII. 
127-129. 

A list of rates follows, a fiftieth of cattle and gold, an 
eighth, sixth or twelfth of crops, a sixth of other 
(specified) goods. 

“ Let him (the king) not cut his own root, nor the root of 
other (men) by excessive greed/’—VII. 130. 

The same lesson is taught later by another figure. 

“ As the sun during eight months draws up water with his rays, 
even so let him gradually draw his taxes from his kingdom.”— 
IX. 305. 

The proportion of the produce to be taken in taxes is 
extended for particular occasions to a quarter :— 

“ A king who in times of distress takes even the fourth part 
(of crops) is free from guilt, if he protects his subjects to the best 
of his ability.”—X. 120. 

L£ KL 

The Li Ki, an ancient sacred book of China, declares 
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that anciently . . . only three days' labour was required 
(by the State) from the people in the course of a year.” 
Speaking of the “ regular contributions to the govern¬ 
ment/' it says that these are determined “ by the distance 
of the territories and the nature of their several productions." 
The object is “ to provide what is necessary for the suburban 
sacrifices and those in the ancestral temple. No private 
considerations are allowed to have place in this." 

(iS) Ancient Greece and Rome. 

The Greek writers, who have given us so much, and whose 
works on politics are still so widely studied, left nothing 
of any importance on the principles of taxation, beyond 
some excellent but vague advice that people, and especially 
poor people, should not be too heavily taxed. The chief 
reason for the omission is that state-revenues were not 
largely supplied from taxes, but from State property. 

We have, however, some interesting passages ; one from 
Herodotus, laying down the doctrine of taxation according 
to faculty; one from Plato, where the State is empowered 
to tax according to property or to income, as the State 
officials may decide, and apparently in each case on its 
merits; and a famous passage from Julius Pollux, written 
in the Roman period, but concerning the Greek States. 
It is commented upon below. The quotation from Tacitus 
shows a clear understanding of an economic phenomenon 
concerning the effects of the remission of taxes that is not 
universal among the citizens—to say nothing of the legis¬ 
lators—of modem states. We get a definite statement of 
Proportionalism from Dionysius Halicarnassus, to set 
against the Progressive system of Solon (Pollux); beginning 
thus a contest that is not yet ended. 

Herodotus ( c . B.c. 4S4-B.C. 420). 

“ The same authority informed mo that Seostris made a 
regular distribution of the lands of Egypt. He assigned to 
each Egyptian a square piece of ground ; and his revenues were 
drawn from t 3 ic rent which every individual annually paid him. 
Whoever was a sufferer by the inundation of the Nile, was per¬ 
mitted to make the king acquainted with his loss. Certain 
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officers were appointed to inquire into the particulars of the 
injury, that no man might be taxed beyond his ability.”—Herodo¬ 
tus, Bk. II, “ Euterpe/' 109 {circa b.c. 420). 

Pseudo-Xenophon (c. B.C. 350). 

“ In the proposals I offer, there is only one new thing—that 
as private individuals have a constant revenue coming in from 
slaves whom they hire out to work in the mines ; so the State 
should imitate their example, and purchase as many slaves, to be 
used in the same way, as will treble the number of the citizens." 
—" Discourse upon Improving the Revenue of Athens " (attri¬ 
buted to Xenophon, but probably later— circa b.c. 350). 

Plato (B.c. 427-B.c. 347). 

“ With a view to taxation, for various reasons, every man 
ought to have had his property valued : and the tribesmen 
should likewise bring a register of the yearly produce to the 
wardens of the country, that in this way there may be two 
valuations ; and the public officers may use annually whichever 
on consideration they deem the best, whether they prefer to 
take a certain portion of the whole value, or of the annual revenue, 
after subtracting what is paid to the common tables."—Plato, 
“ Laws," XII. 955, Jowett’s edition {circa b.c. 300). 

Marcus Tullius Cicero (b.c. 106-43). 

“The second duty of the governors of a State is to see that 
the people are not forced to pay taxes . . . but if under such 
circumstances [as those of war or an empty treasury, which 
Tully cites] recourse must be had to such an expedient . . . 
then due care must be taken to inform the people of it."—De 
Officiis, II. xxi. (b.c. 50-40). 

Livy (b.c. 59-17 A.D.). 

“ The senate at this tim therefore took steps to conciliate 
the commons. Their fir. t care was for the markets, and some 
were sent to the Volscian , others to Cumae, to buy com. As 
the price of salt had risen to an extravagant height, its sale was 
taken from private hands, and put entirely under governmental 
control. Moreover, the commons were exempted from port 
dues and taxes, so that the public expenses might fall upon the 
rich, who were able to support the burden : the education of 
their own children being a sufficient tax upon the poor."—Titus 
Livius, Bk. II. ix. {circa b.c. 27). 

[The time referred to in the passage would be about b.c. 
500.] 
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Dionysius Halicarnassus (fl. circa B.C. 60-B.C. 5). 

“It is very just, I think, and very much to the public good, 
that such as have large fortunes should pay largely, and such 
as have less in proportion.”—Dionysius Halicarnassus, on the 
Census, Lib. IV. p. 215, Edition Syllburg {circa b.c. 12). 

Pliny (61-115). 

“ The needs of the Empire gave rise to many imposts (vecti- 
galia) for the common benefit, but burdensome to individuals. 
Such was the tax of the twentieth ( vicesima ), light to foreign heirs 
(extmneis) but grievous to heirs of the family (domesticis). . . . 
It was most excellent in you, Ca-sar, not to suffer taxes to be 
laid upon parents’ tears. . . . The hardship has become a 
satisfaction, the burden a gift. The heir desires to pay the 
twentieth.”—Pliny, “ Panegyricus,” 37-40 {circa in). 

Tacitus (1st Century). 

“ Moreover, the duty of four in the hundred upon the sale of 
slaves was remitted, in appearance rather than effect; for, as 
the seller was obliged to pay it, it formed an additional com¬ 
ponent of the price to purchasers.”—'Tacitus, “ Annals,” XIII. 31 
{circa no a.d.). 

Pollux (2nd Century). 

“ They were called pentacosiomedimni because they realised 
an annual income of 500 medimni of wet or dry produce ; these 
paid £240 (a talent) into the public treasury. But a man who 
could keep a horse seems to have been rated as a knight. Men 
of this class realised 300 medimni and paid £120. Men who 
realized 200 medimni and who could keep a yoke of oxen paid 
£40. Members of the labouring class paid nothing and were 
ineligible for any public office.”—Pollux, “ Onomastikon,” VIII. 
x. 130 {circa 150 A.D.). 

The last sentence implies the definite principle that no 
share of government is to be given to a class that does not 
pay taxes : a forerunner of later (but converse) dicta con¬ 
necting taxation with representation. 

This passage is loosely paraphrased by Montesquieu, in 
“ L’Esprit des Lois ’’ (XIII. vii.) and his paraphrase has 
since been quoted or alluded to by many writers, especially 
those who are eager advocates of progressive taxation. 
For besides the principle already mentioned, it contains 
two other doctrines of the science of public finance—the 
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exemption of a minimum from taxation, and a progressive 
scale. 

All progressive scales have features of interest, and it 
is worth while to set out the scale given. A medimnus 
may be taken as 12 gallons. Reckoning 12 gallons, and 
with the usual computation of £240 for a talent we get this 
scale:— 


Income in 
gallons of 
produce. 
6,000 
3,600 . 
2,400 , 


Tax. 

m£ 

240 

120 

40 


Keeping the same scale, and expressing incomes as well 
as taxes in money, we could represent this in modern form 


an income tax of this nature— 

Annual 

Income. 

£ 

Below 60 .... 



Tax. 

£ 

. nil 

60-89 ...... 

. 

* 

. 1 

90-149 . 

* 

. 

• 3 

150 and over .... 

• 

* 

. 6 


Or, bringing the exemption limit to the English £160, for 


comparison,— 

Annual 

Income. 

£ 

Below 160 
160-239 , 

240-399 . 

400 and over . 


Present (1913*) 
Tax. English Tax 

£ £ 

. nil .. ml 

. 2 | .. 

(approx.) 

8 .. 2j-4i 

. 16 .. 4} 


The Athenian graduation was decidedly “ steep.” 

Professor Seligman cites another progressive scale “ during 
the archonship of Nausinicus (b.c. 380), though the tax 
may have been levied occasionally in the interval. By 
this time the property assessed included not only real estate 
but personalty. There were still four classes, but with no 
exemption for the lowest class and with a graduation in 
the tax. While there is some doubt as to the exact figures, 
it seems probable that the tax was now a progressive income 
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tax .—“ Progressive Taxation,” p. 14 ( I ^ 94 - American 
Economic Association). 

§ 2. THE BLANK PERIOD. 

If we pass over a period of about a thousand yeais in a 
breath (from the sixth century to the sixteenth), and give 
it “ The Blank Period ” for a title, we do not thereby make 
claim that it is utterly and completely blank for us, but 
that it is without significance. The utterances that we 
have cited from earlier times were indeed occasional and 
sporadic, but they have influenced successive inquirers, 
and their influence is by no means exhausted. Advocates 
of progressive taxation still quote Pollux on the laws of 
Solon, and enthusiasts for propoi tionalism might retort 
by quoting the Codex Justxnianus. But whatever notes 
on the theory of taxation may lie hidden in the many volumes 
of the mediaeval writers, whatever significant things may 
have been said, they have remained hidden and apait fiom 
the general movement of thought that came later. There 
is no doubt something for future seekers to bring to light 
perhaps much, though that is unlikely. But whatever of 
interest may attach to discoveries of early anticipations 
of modern knowledge, there must be drawn a clear line 
between those that have remained obscure, and those that 
have affected the body of human thought, and its movement. 
It would be intensely interesting to discover, on some 
cuneiform tablet, an accurate exposition of the modern law 
of rent, or a detailed account of the marginal-utility theory 
of value ; but these things would still be as much of modern 
discovery as they are now. Nor would any one be likely, 
in such a case, to doubt that they had been quite independ¬ 
ently re-discovered. But it is not in such clearly-marked 
examples that the confusion arises. More generally it is 
some more or less identical adumbration, in some more or 
less obscure work, that comes to light, and usually an 
unnecessary discussion arises about priority of discovery. 
The view we are taking is not that foreshadowings are of 
no importance, but that where continuity has been lost, 
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there is a corresponding loss of importance in relation to 
human thought, proportionate to the extent of the break. 

This is a very insufficient excuse for the absence of quota¬ 
tions in this section, but we submit it as a proper setting 
forth of the relative significance of the break. An excellent 
example of the kind of inquiry that has been pursued may 
be found in an edition of Aristotle’s " Ethics ” and “ Poli¬ 
tics ” issued by Dr. J. Gillies in 1804. (This is the second 
edition.) In a note on pp. 376-37 7 (vol. I. “ Ethics ”) Dr. 
Gillies says :— 

“ The exchangeable value of commodities, according to Aris¬ 
totle, is always relative to the labour requisite for producing 
them ; and the quantity of productive labour is exactly measured 
by the work or production in which this labour is fixed or em¬ 
bodied.”—Metaph. 1 . IX. c. viii. p. 939. 

I must confess I have not been able to find anything in the 
reference given to justify the statement, nor can I find it 
anywhere in Aristotle. 1 However, granted the accuracy 
of Dr. Gillies’ rendering of Aristotle’s view, consider what 
inquiries or discussions might follow. It might be stated 
that Karl Marx took the Quantity of Labour Theory of 
Value from Aristotle; or that the theory could be traced 
through a line of writers to Aristotle ; or that it had been 
held, in more or less vague forms, by many thinkers (the 
most probable explanation); or that it was independently 
arrived at by Marx, Aristotle, and perhaps others. What 
happens is that two or more of these statements are con¬ 
fused into one, and the significance of greater or less exacti¬ 
tude, as well as the significance of continuity in human 
thought, is lost. We may finally be asked to take the side 
of the ill-used Aristotle, or of the maligned Marx. There 
may be, in central Patagonia, some unknown tribe that has 
used a rude steam-engine for centuries ; but if so, it bears 
no relation to the work of Watt or Papin, or even Hero of 
Alexandria. 

In the few citations made, it is curious to note the declara¬ 
tion of proportionalism in the European code, side by side 

1 For example, can wlpyeta be translated as ** labour ” ? 
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with what Dr. Chen Huan-Chang says of the Confucians 
preference for progressive taxation. 

Codex Justinianus. 

“ All public charges should be made in proportion to for¬ 
tunes.”—“ Codex Justinianus ” (529)- 

K'ung Ying-ta ( 574“ 6 48 a.d.). 

“ The pitcher has been exhausted. It is the shame of the 
jar.”—The “ Canon of Poetry.” 

“ It means that this is the shame of the drinker who takes 
charge of the jar. The large jar is like the rich and large family ; 
the small pitcher, the small and poor family. If both the jar 
and the pitcher are arranged for drinking, one should drink 
more from the jar and less from the pitcher untijboth are ex¬ 
hausted ; this is the principle of equality. It is just the same 
principle as that of taxation : when both the rich and the poor 
are taxed, in money as well as in labour, one should tax the 
rich more and the poor less, up to the point that both can bear 
the burden ; this is also the principle of equality.”—K'ung 
Ying-ta (574-648 a.d.). 

I)r. Chen Huan-Chang says : “ The first principle of taxation 
is equality—a tax must be equally imposed on every one and 
in whatever piace. It is illustrated in a poem of the Canon 
of Poetry.’ . . . The second principle of taxation is univer¬ 
sality— a tax must reach everybody. This principle is illus¬ 
trated by a poem of the ‘ Canon of Poetry.' . . ."—Dr. Chen 
Huan-Chang, “ The Economic Principles of Confucius and his 
School,” Columbia University (igix). 

" According to Cheng (Cheng Hsuan, 127-200, a.d., the chief 
figure among all the Confucians of the Han dynasty ) and 
K'ung K'ung Ying-ta, 574*648 a.d.) a tax should be progressive 
rather than proportional, because it should put the rich ana. 
poor on the same footing in accordance with their ability. Ibid, 
p. 631. 

Lu Chih (8th Century). 

“ To create offices and to establish government is for the end 
of nourishing the people. To tax the people and to get revenue 
is for the means of supporting the government. A wise ruler 
does not increase the means at the expense of the end. there¬ 
fore he must first pay his attention to the business of the people, 
and’give them a full chance for their economic activities He 
must first enrich every family, and then collect the surplus of 
their income.”—.Lu Chih, “ General Political History, cm 
ccxxxiv. (794 A.D.). 









In the seventeenth century, and in the early part of the 
eighteenth, the science of public finance took definite form. 
The period that lies, let us say, between the birth of Hobbes 
and the death of Montesquieu, may be taken to mark the 
first definite steps in the movement of inquiry into questions 
of public finance—the first steps, that is, in the march of 
continuous research. We pass away, during this period, 
from the occasional pioneers to the advancing settlers. 
Philosophic thinkers, like Locke and Montesquieu and 
practically-minded men like Vauban and Petty, prepared 
the way for the Physiocrats, as these did for Adam Smith 
and the Ricardians, and they for Mill, Jevons, and the 
modems. There was thought on questions of taxation before 
this period, as indeed we have seen: but not a body of 
thought. We get an exposition of the Benefit Theory and 
a definition of equality from Hobbes; a system of exemption 
from Harington, and the “ Leave Them As You Find 
Them ” doctrine from Petty; the maxims of Certainty and 
of Equity outlined by Boisguillebert, and the Proportional 
measure of equity adopted by Vauban ; the possibility of 
a voluntary tax put forward by Decker, and the case for 
Graduation urged by Montesquieu. And we get, in Locke, 
the basis on which the Physiocrats of the next period built 
their system of the Single Tax. We move from sporadic 
thinkers to schools of thought ; from now advance becomes 
continuous. 

Writers of this period (in the domain of Economics), have 
been classed as Mercantilists (e.g., Petty), or as Kameralists 
(e.g., Justi), the English term roughly corresponding to the 
German or Continental usage of “ Kameralist.” But the 
terms are not identical. 

J. Bodin (1530-1596). 

“ If the sinews of the Republic are its finances, as an ancient 
orator said, it is well to know them properly, which can be done 
under three heads : first, the honest means of gathering money, 
secondly, its employment to the profit and honour of the Repub¬ 
lic, and thirdly, the saving and keeping of a part of it against 
need. ... It is necessary then for every Republic to see to it 
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that its finances are built up on a sure and lasting foundation. 
Now there are seven methods in general for building up a public 
treasure, including all that can be imagined. The first is from the 
domain (dommaine) of the Republic ; the second, from conquests 
of enemies ; the third, the gifts of friends ; the fourth, pensions 
or tributes from allies ; the fifth, from traffic ; the sixth, from 
merchants who bring or take away goods; the seventh, from 
taxes ( imposts) on the citizens. 

“ The seventh means is upon the subjects, and should never 
be resorted to unless all the others fail, and that necessity calls 
for support of the Republic, in which cases since the care ( tuition ) 
and defence of individuals depends on the preservation of the 
stale {public), it is right that every one should attend to it: 
1 hen charges and impositions on the subjects are very just, for 
there is nothing juster than necessity, as an ancient Roman 
senator said. Nevertheless, that the extraordinary burden 
imposed in war-time should not continue during peace, it is 
expedient to proceed bv borrowing. Besides, the money is 
more easily found, when the lender hopes to receive both thanks 


and Ins money again. ... . 

“ There are three kinds of impositions [aemers)_ levied on the 
subjects—ordinary, extraordinary, and a third kind containing 
both the others, and called casual. Of which charges and im¬ 
positions t he most ancient are reputed domains ( dommaines) 
like customs (l’impost lion j online) ; others ordinary, like the 
laillc ; tlie last are extraordinary, which the Latins called 
lemeranmn iyibiilniti, as subsidies on free towns and privileged 
persons tenths, and charitable gifts equivalent to tenths, levied 
by commission. . . . Anil generally the great towns put their 
burden on the plains, and the richer peasants on the poorer. . . . 
Now to remedy this inconvenience, the ancients wisely ordered 
and put in practice, that charges should be real, and not personal, 
as is done in Languedoc, and for some years also in Provence, 
by provision of the law, that rich and poor, noble and^ plebeian, 
priest and labourer, should pay the charge upon their taxable 
(laillable) land : the law exempts neither pontiff nor noble. . . . 
If then necessity causes the levy of an extraordinary impost, it 
should be such that each shall pay his part, as in the duties on 
suit, wine, and other like things."—J. Bodin, Lcs Six Livres 
<le la Reimhlique,” VI. ii. (Prom the French edition of 1580. 
The book appeared, in breach, in 1576. In_ 1586 the larger 
Latin edition was published. An English version, called I he 
Commonweale," translated from the two issues, was made in 
1606). 


Bacon (1560-1626). 

“ Treasure in a state is more or less serviceable, as the hands 
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are in which the wealth chiefly resteth . . . that the wealth of " 
the subject be rather in many hands than in few ... for it is 
not the abundance of treasure in the subject's hands that can 
make sudden supply of the want of a state. . . . Again, when¬ 
ever the wealth of the subject is engrossed into few hands, it is 
not possible it should be so respondent and yielding to payments 
and contributions for the public."—Francis Bacon, “ Of the 
True Greatness of the Kingdom of Britain " (written circa 1608, 
and first published 1634). 

Montchretien (1576-1621). 

"You have not, Sire, any better means of settling the just 
grievances of the poor against the rich, who, like the strongest 
parts of the body relieving themselves at the expense of the 
weakest, throw their just burdens upon those who are already 
crushed. Thus can you put an end to all rumours, quieten all 
murmurs, still all movements, lessen all causes of tumult, for 
equal intemperateness (in-temperie) makes no grievance, but if 
unequal, makes a grievance as great as the inequality; you 
can thus cut the root of the greater part of the lawsuits in your 
Cours des Aides, abolish the disputes of many officers, the licences 
and favours of the elect, of assessors, collectors and others, who 
distribute and equalise the taille, subsidies, and imposts, because 
all such differences would easily be settled by the rent-rolls. 

... All that can be put before you to prevent Your Majesty 
from striking this great blow, is that it is too hard to make 
known the poverty of some, and that the wealth of others would 
be exposed to envy. On the contrary, envy would cease against 
those who are believed to be rich and are not, mockery (would 
cease) against those held to be poor who are rich."—Antoyne 
de Montchretien, “Traictcde rCEconomie Politique" (1615). 

La Mothe de Vayer (1588-1672). 

" Nor is it sufficient that sovereigns abstain from violent 
oppressions; to make just and reasonable impositions (imposi¬ 
tions) they must observe many things, without which their 
government will not be happy, nor their finances well regulated. 

" First, then, they must manage so that the greater part of 
the levies that they demand from the people, may be like the 
vapours that rise from the ground, which, after thickening into 
clouds, fall again to earth, returning whence they came. ' For 
if the gold and silver that are taken from individuals are kept 
in the Treasury in too great a mass, they will soon reduce the 
kingdom to extreme poverty, and the Treasury will be, as one 
of the ancients put it, like the spleen in the human body, which 
becomes hectic as soon as it grows over large. 
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« TW mus t also take care that the impositions (; impositions) 
are made in geometrical rather than in arithmetical proportions, 
so that all classes in the State will contribute to it, and each one 
according to his abilities (forces), and according as considerations 
of good government, of which the Italians talk so much, wi 
permit. ... I know well that in the matter of subsidies, all 
equally complain, and whoever has a fine head of hair cries out 
no less loudly than he that is bald, if but a single hair is taken 
out. But it is none the less true that those who are full-blooded 
can better bear copious and frequent bleedings than those of 
another temperament.” [The writer does not mention any other 
than these two of the “ many things ” which he says sovereigns 
must observe.]—Francois de la Mothe le V ayer, Del Instruction 
de Monseigneur Le Dauphin,” I. Dcs Finances (1640). 

Hobbes (1588-1679). 

Hobbes defines taxes as “ the wages due to them that 
hold the public sword ” (“ Leviathan,” ii. 30)- Tn the sarae 
chapter he argues for equal taxes, and for taxes upon con¬ 
sumption. 

“To equal justice apertaineth also the equal imposition of 
taxes • the equality whereof dependeth not on the equality of 
riches' but on the equality of the debt that every man oweth 
to the commonwealth for his defence. _ It is not enough foi a 
man to labour for the maintenance of his life ; but also to fight 
if need be, for the securing of his labour. T hey must either do 
as the lews did after the return from captivity, m re-cdifymg 
the Temple build with one hand, and hold the sword in1 the other ; 
or else they must hire others to fight for them. For the imposi¬ 
tions that are laid on the people by the sovereign power, are noth- 
S; the wages, due to them that hold the public sword 

Ml I 11 riv fe men in the exercise of their several trades, and 
callings. Seeing then that the benefit that every one rcceiveth 
thereby is the enjoyment of life, which is equally dear to poor 
and rich ; the debt - which a poor man oweth them that defend 
his life is the. same which a rich man oweth for the defence 0 
his • saving that the rich, who have the. service of the poor, may 
be debtors not only for their own persons, but for many more 
Which considered, - the equality of imposition consisteth rather 
in the equality of that which is consumed, than of the riches of 

that he which labourist h much, and sparing the fruits ol ms 
S£uf Should be more charged, than he that hvmg «Uy geHeth 
little, and spendeth all he gets; seeing the one hath no more 
protection from the; commonwealth than the £*er ? But wton 

the impositions are laid upon those things which * 
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every man payeth equally for what ho useth r nor is the common" y 

wealth defrauded of the luxurious waste of private men ”_ 

"Leviathan/' II. 30 (1651). 

Here we have a logical application of the "benefit” 
theory. Since " the benefit that every one receiveth/’ is 
the same, i.e., “ the enjoyment of life,” payments in taxes 
should be equal. This is to mean that the rich “ who have 
the service of the poor,” are to pay for those poor. Since 
the poor owe “ the enjoyment of life ” to the commonwealth, 
and not to the rich who have their services, it follows that 
the poor should pay their equal shares to the commonwealth. 
This they do through the medium of the rich whom they 
serve. The rich pay the taxes of the poor in the same sense 
as an importer of tobacco pays the duty for the customers. 

Hobbes gives practically the same definition in the 
" Philosophical Rudiments ” (" Of Dominion,” xii. 9), and 
here also he speaks of equality of taxation, on the basis 
that “ they who equally share in the peace, should also 
pay an equal part, either by contributing their monies or 
their labours to the commonweal.” He explains the idea 
of equality more fully here. 

“ Now in this place we understand an equality, not of money, 
but of burthen ; that is to say, an equality of reason between 
the burthens and the benefits. For although all equally enjoy 
peace, yet the benefits springing from them are not equal to all; 
for some get greater possessions, others less ; and again, some 
consume less, others more. It may therefore be demanded 
whether subjects ought to contribute to the public according to 
the rate of what they gain, or of what they spend: that is to 
say, whether the persons must be taxed, so as to pay contribu¬ 
tion according to their wealth; or the goods themselves, that 
every man contribute according to what he spends. But if 
we consider, where monies are raised according to wealth, there 
they who have made equal gain, have not equal possessions, 
because that one preserves what he hath got by frugality, another 
wastes it by luxury, and therefore equally rejoicing in the benefit 
of peace, they do not equally sustain the burthens of the common¬ 
weal : and on the other side, where the goods themselves are 
taxed, there every man, while he spends his private goods, in 
the very act of consuming them he undiscernably pays part 
due to the commonweal, according to, not what he hath, but 
what by the benefit of the realm he hath had: it is no more 




64 


THE NATURE OF TAXATION. 


to be doubted, but that the former way of commanding monies 
is against equity, and therefore against the duty of rulers the 
latter is agreeable to reason, and the exercise of their authority. 


Hobbes is considering here whether “ the persons must be 
taxed or the goods themselves,” and finds that to tax per¬ 
sons, that is to say, as he puts it, to tax the public according 
to the rate of what they gain, is against equity. Yet even 
“ where the goods themselves are taxed,” as he desires, he 
expresses the payment as made by the person concerned, 
who undiscernably pays part due to the commonweal.” 
Still, it is quite clear that Hobbes holds taxing persons and 
taxing goods 1o be separate and opposite things. If people 
pay according to their expenditures the goods themselves 
are taxed, and the result is an equality of burthens. 

In “Do C.orpore Politico” (1650) we have another 
exposition of the same doctrine. 


“Secondly, to divide tin: burthens and the charges of the 
commonwealth proportionahlv, Now there is a -pro portion ably 
to every man's ability, and' there is a proportionally to his 
benefit bv commonwealth : and Ibis latter is it, which is accord- 
ire 1- to tin.* law of nature, bor the. burdens of the commonwealth 
1 icing the price that we pay for the benefit thereof, they ought 
to be measured thereby. 'And there is no reason, when two 
men equally enjoying,'by the benefit of the commonwealth, 
their peace and liberty, to use their industry to get their livings, 
whereof < me spared h, and In.yeih up somewhat, the other spendeth 
nil huuvis whv they should'not usually contribute to the common 
'charge' That seemeth therefore to be the most equal way of 
dividing Urn burden of public charge, when every man shall 
contribute according to what he gets. And this is then done, 
when men pay the commonwealth’s part in the payments they 
make for their own provision. Ami this seemeth not only most 
equal, hut also least sensible [=felt |, and least to trouble the 
mind of them that pay it. For there is nothing so aggravated 
the grief of parting with money to the public, as to think they 
are over-rated, and that, their neighbours whom they envy, do 
thereupon insult over them, and this disposed them to resistance, 
and, after that such resistance, hath produced a mischiet, to 
rebellion.”—“ He Curpore Politico," 11 . 9, 5 * 


He speaks of taxes paid the sovereign returning again to 
the people. 
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“The greatest sums that ever were levied, comparing the" 
value of money, as it was at that time, with what it is now, were 
levied by King Edward II and King Henry V ; kings in whom 
we glory now, and think their actions great ornaments to the 
English history. Lastly, as to the enriching now and then a 
favourite, it is neither sensible to the kingdom, nor is any treasure 
thereby conveyed out of the realm, but so spent as it falls down 
again upon the common people.”—“ A Dialogue between a 
Philosopher and a Student of the Common Laws of England.” 

To this the student meekly replies. “ I know not what 
to say.” “Leviathan” was published in 1651, “ De 
Corpore Politico ” in 1650. 

Harington (1611-1677). 

In Harington’s “ Oceana,” taxation was to be employed 
at first to aid in increasing population. 

“ But if a man has ten children living he shall pay no taxes ; 
if he has five living, he shall pay but half taxes ; if he has bin 
married three years, or be above twenty-five years of age, and 
has no Child or Children lawfully begotten, he shall pay double 
taxes.” 

Later, taxes disappeared in Oceana, for “ the Army 
was disbanded, but the Taxes continu’d at thirty thousand 
pounds a month, for three years and a half. By which 
means a piece of Artillery was planted, and a portion of 
land to the value of 50 1. a year purchased for the mainten¬ 
ance of the Games, and of the Prize arms for ever, in each 
Hundred.” 

In the eleventh year of the Commonwealth, the excise 
also expired, but, taxes being altogether taken off, the excise 
was renewed for ten years, being “ of no great burden,” 
though the Commonwealth had now a sufficient revenue 
from its Capital. 

“ Oceana ” was published in 1656. 

Petty (1623-1687). 

“ It is generally allowed by all, that men should contribute 
to the Publick Charge but according to the share and interest 
they have in the Publick Peace; that is, according to their 
Estates or Riches: now there are two sorts of Riches, one 
actual, and the other potential. A man is actually and truly 

F 
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ricti according to wliat lie catcth, diinkctli, wcaieth, oi in any 
other way really and actually enjoyetli, others are hut potentially 
or imaginatively rich, who'thongh they have power overmuch, 
make little use of it; these being rather Stewards and Ex- 

changers for the other sort, than owners mi themseKes. 

“Concluding therefore that every nurn might to contribute 
according to what he taketh to himself, and actually enjoyetli.... 

“ Now the reasons for Excise are these, viz.— 

" First, the Natural justice that every man should pay accord¬ 
ing to what he actually enjoyetli. . . . 

" Secondly, This Tax if it be not farmed,, but regularly collected, 
engages to thrift, the onely way to enrich a Nation, 

“ Thirdly, Xo man paves double or twice for the same thing, 
forasmuch as nothing can be spent but once. . . . 

“Fifthly, [Petty gives no “Fourthly”'] Byjhh way an 
excellent account may lie taken of I he Wealth, Ltowfh. 1 rade, 
and Strength of the Nation at all (anew . . , 

“ 1 should here adde the manner o! < ullecting it. but 1 refer 
this to the practice? of Holland. . . T Mr William Betty,/' A 
Treatise of Taxes and Contribution^, ’ < bap. xv, “ Of hxcize 
(1662). 

“The first way of providing tor the Publick ( barge, is the 
excluding or setting apart of a portion of the 1 eniforv, in the 
nature of Crown Lands. 

“ The second is taking away the same proportion of the Renta 
of all LandsThe Index, 

“ Let the Tax be. rawer so great, if it be proportionable unto 
all, then no man suiters the loss of anv Kiehe-* bv it. l ; or men 
(as we said but now) if i he Edafes of f hem were ail either halted 
or doubled, would in both eases remain equally rich/' [hid,, 
Chap. iii. 

Fufendorf (1632-1694). 

“ A wise prince, however, will romplv with the querulous 
temper of the people, in having tlie taxes (trihuta) collected so 
as to cause as little disturbanee and ill- ferling as possible, 

“ But in imposing taxes {trifmta) or other burdens {tmera) then- 
should be no cause of complaint given. 1 his will arise, if the bur¬ 
dens of the state are laid unequally on the citizens, . . . To 
find out in what equality consists, we must bear in mind that 
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we are not considering equality of money, but of burdens. Thus” 
it is not necessary that all should pay equal amounts in money, 
but that no man should be burdened more than another. This 
is secured, if the ratios are the same, between burden of tax 
and benefits of peace. For although all equally enjoy peace, 
they do not derive equal advantages from it. Some get more, 
and some Hess, some consume more, and some less, than 
others. . . . Hence all levies at extraordinary times should 
be made according to a valuation (censum ). And since the 
State defends the life of every man, a thing equally dear 
to the rich and to the poor, all are equally to be called upon 
for war-service, and no less equally to pay a moderate tax 
( tributum ), such as a poll-tax (capitatio), where the rich pay no 
more than the poor. But since it is owing to the State that the 
citizens have the benefit and opportunity of increasing their 
possessions by their industry, the difficulty is to settle how the 
burden is to be imposed conformably ? It appears to be most 
convenient that people should be taxed (taxare) according to 
what they consume, rather than according to what they get 
(lucratur ). For men generally spend according to their incomes/' 
—Baron S. Pufendorf, “ De Jure Naturae et Gentium/' Bk. 
VIII. ch. v. v. vi. (1672). 

(The last sentence is not in the first edition of 1672, though 
a passage occurs (given also in the later edition), to the same 
effect. Both passages are in the later issue of 1675, trans¬ 
lated into English by Carew, and published in 1749.) 

Locke (1632-1704). 

" This, by the way, if well considered, might let us see, that 
taxes, however contrived, and out of whose hand soever immedi¬ 
ately taken, do, in a country, where their great fund is in land, 
for the most part terminate upon land. Whatsoever the people 
is chiefly maintained by, that the government supports itself 
on ; nay, perhaps it will be found, that those taxes which seem 
least to affect land, will most surely of all others fall the rents. 

. . . Straggle and contrive as you will, lay your taxes as you 
please, the traders will shift it off from their own gain. . — 

John Locke, " Consequences of the Lowering of Interest, and 
Raising the Value of Money" (1691). 

"It is true governments cannot be supported without great 
charge, and it is fit every one who enjoys his share of the 
protection should pay out of his estate his proportion for the 
maintenance of it."—John Locke, "Two Treatises of Civil 
Government," II, 140 (1689). 
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Boisguillebert (1646-17x4). 

“It being supposed, then, that the king wishes and intends 
the iaille to be levied henceforth justly—that is, that the rich 
should pay as rich and the poor as poor.”—“ Le Detail de la 
France,” III., by Pierre le Pesant, sieur de Boisguillebert (1696- 

1697). ' 

In the “ Factum de la France/ 1 written ten years after 
“ Le Detail,” he sets out three vices of the Taille, giving us 
some conception of his general view of taxation. 

" — the first, its uncertainty, as much in the assessment of 
parishes as on the heads of individuals ; the second, its injustice, 
indng high and violent, not in relation to the ability (faculle) 
of the contributors, which nevertheless is the spirit of the insti¬ 
tution, as in all countries of the earth, even the lowest and most 
barbarous, but in regard only to the degree of protection or of 
importance that a man might have to defend himself; and the 
third finally, tin* collection of this tax (impot: but he is speaking 
of the iaille only in this case)—of which, because of bad distri¬ 
bution, a great part remains as a loss to those charged with its 
unhappv recovery ; and as each one goes to it in his turn, it 
comes to every one, consequently, to be ruined in turn.”—“ Fac- 
ium de la France,” V, (1707). 

Vauban (T633-1707). 

” Fundamental Maxims— 

" L 1 1 is known and recognised, wherever in the world civilised 
peoples exist that all the subjects of a State have need of its 
protection, without which they could not exist. 

"II. The prince, chief and sovereign of the State, cannot 
give 1 his protection, if his subjects do not furnish him with the 
means ; whence It follows, 

" HI. That, a State cannot support itself, if the subjects do 
not support If. Now, this support includes.all the needs of the 
State, to which, consequently, all the subjects are obliged to 
contribute. 

M From this necessity, there follows ; First, a natural obli¬ 
gation of subjects of ovary condition to contribute in proportion 
to their income or t heir industry, without any of them being 
able reasonably to escape if ; 

" Secondly, that if is sufficient to authorise this right, to be a 
subject of the State ; , 

Thirdly, that every privilege which tends to exemption trom 
this contribution is unjust and an abuse, and can only prevail 
to the prejudice of the public.” —" Introductory Passages of the 
4 Dime Royale ’ ” (1707). 
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“ As all those who form part of a State have need of its pro-’ 
tection to subsist, and to maintain themselves, each in his natural 
situation, it is reasonable that all should contribute, according 
to their incomes: that is the intention of the maxims placed 
at the beginning of this memoir. Nothing is so unjust as to 
exempt from this contribution those who are best able to pay, 
to throw the burden on those less able, who succumb under a 
burden that would have been light, had it been carried by all 
in proportion to their powers ; whence it follows that every 
exemption on this account is a disorder that ought to be corrected. 
After much reflection and experience it has appeared to me 
that the king has a sure and efficacious means of remedying 
all these evils, present and to come. 

“ This means consists in making each contribute to the needs 
of the State according to his income, but easily, by a proportion 
of which no one can complain, because it would be so spread 
and distributed, that although it would be equally borne by 
all individuals, from the highest to the lowest, no one would be 
overcharged, because no one would bear it except in proportion 
to his income/’—“Dime Roy ale,” Premiere Partie (1707). 

Vauban thought it necessary, not only to say, but to 
repeat and italicise, “ that kings have a real and very 
essential interest in not overburdening their people so as to 
deprive them of necessities.” He quotes a remark of Henri 
le Grand, when in a time of his need a new tax was suggested : 
—“ It was good not to do always as much as one could.” 
Bois-Guillebert, his contemporary, calls attention to the 
same truism by an ironic statement of the reverse. 

“ Although it has been quite sufficiently shown that it is 
to the king’s interest to ruin consumption— ” “ Le Detail de 
la France,” XXL 

Decker (1679-1749). 

Sir Matthew Decker’s “ Essay on the Causes of the 
Decline of the Foreign Trade ” etc., was published in 1749, 
and the title-page bears the words " Begun in the year 
1739.” While discussing taxes in this Essay, he says of the 
salt-tax. 

“ This is collected with the greatest expence of any, in pro¬ 
portion to its amount, consequently is more grievous to the 
Subject, and less beneficial to the Government: Is attended 
with more pernicious consequences than any single Tax, for it 
has an universal influence on all Manufactures. . . /’ 
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His idea of making taxation voluntary is outlined a few 
pages further on— 

“ Several Authors have thought Excises and Land-Taxes to 
Ire the most equal Methods of raising Supplies, but, if strictly 
attended to, they will appear far otherwise ; any thing positive 
and involuntary cannot avoid Oppression, which Humanity 
should make tlie first Consideration in raising money from the 
People, and good Policy the second, in order to prevent Evasion 
and Fraud, the Children of Oppression. 

“ A working Bachelor pays the Excise, etc., on his own Shoes 
only. 

“ A working Married-Man does the same for himself, the same 
for his Wife, the same for his five sons, the same for his five 
daughters ; twelve in family. 

" A Landed Bachelor of i.uoo l. per Annum, when the Land 
Tax is at as., pays ino /. 

“ A Landed Married Man of the same Estate docs the same, 
having a Wife and ten Children.” 

On a like ground he condemns a “ Poll Tax,” such as 
(hat of the States of Holland, issued in 1742. (A tax of 6 
florins on an income of 600 florins, and in a scale of which 
a few items may be quoted here. 


Income. 


(Figures all in Florins.) 

Tax. 

I ,OOD 


. 

• *5 

2,000 


. 

• 33 

4,000 

8,000 


• 

* 75 

. 180 

12,000 


. 

. 300 


and so on, increasing at the Foot of 50 florins, for every 
2,000 florins Income.) 

This, lie says, is “ unequal, consequently unjust and 
oppressive,” and he cites the married man “ with six, eight, 
or ten Children." When he gets to his own proposals he 
puts as a footnote to his scheme of taxes “ Bachelors to be 
double-taxed, if of 2r years of Age.” His scheme of taxes 
is “ A Proposal for raising one only Tax on the Consumers 
of Luxuries.” lie would concurrently "take off our un¬ 
equal Taxes and oppressive Excises,” “ take off our Customs, 
and make all our Ports free,” ” abolish our Monopolies,” 
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" withdraw the Bounties on exported Corn,” and make 
other changes that need not be cited. 

The scale of Decker’s suggested tax is worked out at three- 
halfpence in the pound. There are eighteen steps of which 
a few will suffice as examples— 


All Persons— 

1. Keeping two Coaches and Six for 
their Use .... 

6. Wearing Jewels for their Dress, 

besides Necklaces, Solitaires, 
Rings or Ear-Rings 

7. Keeping a Sedan Chair for their Use 
13. Drinking Wine in their Houses, 

Lodging or Service. 

18. Drinking Tea, Coffee, or Chocolate, 
in House, Lodging or Service . 


Computed 

Tax 

Incomes. 

£ 

at 1 \d> 

in the £ 

8,000 

• • 50 

0 0 

800 

*• 5 

O 0 

800 

•• 5 

0 0 

100 

0 

12 6 

2 5 

.. 0 

3 


Of this scheme he says, in the discussion that follows:— 

tf Secondly , all Persons tax themselves voluntarily, than which 
nothing can be easier or more equal, and an easy Way of raising 
Taxes will always produce the most Money and the fewest 
Murmurs” (1749). 

Hume (1711-1776). 

“ The best taxes are such as are levied upon consumptions, 
especially those of luxury; because such taxes are least felt 
by the people. They seem, in some measure, voluntary ; since 
a man may chuse how far he will use the commodity which is 
taxed: They are paid gradually and insensibly: They naturally 
produce sobriety and frugality, if judiciously imposed: And 
being confounded with the natural price of the commodity, they 
are scarcely perceived by the consumers. Their only disad¬ 
vantage is, that they are expensive in the levying. 

“Taxes upon possessions are levied without expence; but 
have every other disadvantage. Most states, however, are 
obliged to have recourse to them, in order to supply the defi¬ 
ciencies of the other. 

“ But the most pernicious of all taxes are the arbitrary. 1 hey 
are commonly converted, by their management, into punish¬ 
ments on industry ; and also, by their unavoidable inequality, 
are more grievous than by the real burden which they impose.” 
—Essays,” II. vii. “ Of Taxes ” (1741). 

“It is an opinion, zealously promoted by some political 
writers, that, since all taxes, as they pretend, fall ultimately 
upon land, it were better to lay them originally there, and abolish 
every duty upon consumptions. But it is denied, that all taxes 
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fall ultimately upon land.”—“ Essays,” II. viii. ' Of Taxes ” 
(i 74 i)- 

In the earlier editions, the following sentence occurs 
near the end of the Essay:— 

“They must be very heavy taxes, indeed, and very injudi¬ 
ciously levied, which the artizan will not, of himself, be enabled 
to pay, by superior industry and frugality, without raising the 
price of his labour.” 

In the quarto edition of 1768 (London, 2 vols.) this 
passage takes its place :— 

" No labour in any commodities, that are exported, can be 
very considerably raised in the price, without losing the foreign 
market: and as some part of almost every manufactory is 
exported, this circumstance keeps the price of most species of 
labour nearly the same after the imposition of taxes. I may 
add, that it has this effect upon the whole : For were any kind 
of labour paid beyond its proportion, all hands would flock to 
it, and would soon sink it to a level with the rest ” (r 7 G8). 

Montesquieu (1689-1755). 

“ — taxes (im-pols) can be levied upon persons, land, or goods ; 
upon two of these things, or upon all three. 

“ In taxes (impots) upon persons, the unjust proportion would 
be that which exactly followed the proportion of property (Mens). 
The citizens of Athens were divided into four classes. Those 
who drew from their property 500 measures of fruit (dry or 
liquid), paid one talent; those who obtained ;;oo measures 
paid half a talent; those who had 200 measures paid ten mines, 
or one-sixth of a talent; those of the fourth class (these were 
mercenaries without property: footnote) paid nothing. The 
rate ( taxe) was just, although it was not at all proportional : if 
it did not follow the proportion of goods, it followed the pro¬ 
portion of needs ( besoins ). it was considered that all had equal 
physical needs; that physical necessities should not be taxed; 
that useful things came next, and should he taxed, but less than 
superfluities; and that the magnitude of the tax (taxe) upon 
superfluities should prevent superfluities. 

“ In taxes on land, different kinds of properly have been put 
into classes. But it is very difficult t:o recognise these differ¬ 
ences, and still more difficult to find people who are not interested 
in disregarding them. There are hero two kinds of injustice: 
injustice concerning the man, and injustice concerning the tiling. 
But if in general the tax is not excessive, if abundant necessaries 
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are left to the people, these special injustices are of little account. 
But if on the contrary, enough is not left to the people for bare 
livelihood, the least disproportion will be of the greatest con¬ 
sequence. [droits) upon goods are those which people feel 

least’ because a formal demand is not made for them They 
can be so wisely managed that the people will hardly know 
that they are paying. For this, it is of great consequence tha 
the seller should pay the tax [droit). He knows that he does 
not pay for himself ; and the buyer, who pays in the end, con¬ 
founds it (i.e. the tax) with the price. Some writers [Tacitus 
“Annals ” XIII.] have said that Nero took off the tax [droit) of 
the twenty-fifth part of slaves sold ; but he only made the seller 
pay it instead of the buyer ; the order, which left the tax entire, 

appeared to remove it. . . - . , . 

“ Besides, if the citizen pays, perpetual searches m his 

house* are necessary. Nothing is more contrary to liberty 

(III. vii.). ^ repeat, in passing, of a tax ( impot ) established 

in some'states upon different kinds of civil contracts Con¬ 
siderable knowledge is necessary to defend ones self against 
the tax-farmer (i Waitcmt), these things being subjects of subtle 
discussions. Besides, the tax-farmer, an interpreter of the 
rules of the prince, exercises an arbitrary power over fortunes. 
Experience has shown that a tax [impot) upon the paper on 
which the contract is to be written is much better (ill. ix.). 

“ Tributes [tributs) ought to be very light in despotic govern¬ 
ments. Otherwise, who would like the trouble to cultivate 
the earth ? . . Tributes ought to be so easy to discern and 

so clearly'established that they can neither be increased nor 
diminished by those who levy them. A portion of the fruits of 
the earth, a rate ( taxc) per head, a tribute of so much per cent, 
upon goods, are the only suitable ones (Ill. x.). . 

“ 8 General rule: tributes can be made heavier in pro¬ 

portion to the liberty of the subjects ; they must be moderated 

as servitude increases ” (III. xii.). , x „ , , 

“ A tax (impot) per head is the most natural to slavery , a tax 
on goods the most natural to liberty, because it comes home 
less directly to the person. 

# The natural tribute (tribut) of the moderate govern¬ 
ment is the tax (impdt) on goods. This tax, being really pal 
bv the buyer, although the merchant (marchand) advances it, 
is 7 a loan which the merchant has already made to the buyei 
thus we must regard the merchant (negociant) both _as the general 
debtor of the State, and as the creditor of all the individual 
members. He advances to the State the tax (droit) which Th 
buyer will pay him some day ; and he has paid, for the buyer, 
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the tax (droit) that he lias paid for the goods ” (III. xiv.).—Mon¬ 
tesquieu, “ L’Esprit des Lois” (1748). 

Justi (1720-1771). 

“ It is equally a fundamental principle that taxes and imposts 
(Steuern und Abgaben) should be levied on all subjects in just 
(gerechtcr) equality, for here the obligations of all the subjects 
are proportionate, and all have an equal share in the protection 
of the State and other benefits arising from the unity of a common 
body. If, however, this just equality is to be observed, then 
the proportionate amount of property must chiefly be taken 
as a basis, because the protection of the state expresses itself 
chiefly in respect of property, and because those who possess 
much property undoubtedly enjoy more protection than those 
who have little or none. Thus a larger view must be taken of 
subjects that are poor, or that have little property, in arranging 
imposts {Abgaben) for generally speaking we cannot say that 
they gain anything. For whether indeed they earn their most 
pressing necessities and sustenance, yet it cannot be maintained 
that they gain anything if they can spare nothing. Yet we 
must employ this 'fundamental principle with such limitations 
that the former rules are not contradicted; for if indeed all 
subjects must pay their imposts (A bgaben) in just equality accord¬ 
ing to the amount of their property, yet the nature and aim of 
different kinds of goods do not permit that all commodities are 
able to bear equally heavy imposts.”-— J. IT. G. von Justi, 
“ Staatswirtsehaft,” Vol. I. § 228 (1755). 

§ 4. THE PHYSIOCRATIC PERIOD. 

With Ouesnay wo arrive: at the establishment of a definite 
school ofeconomists.The Economists, as they called them¬ 

selves, the Physiocrats, as they have come to be called. 
They developed a distinctive theory, whose chief significance 
was in its bearing on taxation. Trade, manufactures, 
capital applied in any use except in agriculture, paid for the 
support of those engaged, and no more. But land yielded 
a surplus, land alone gave a “ fmnhdt net." However you 
taxed, land would finally pay the tax—it must, by the nature 
of the case.. Obviously then, the sensible thing was to tax 
land, and to tax nothing else. Landowners would not be 
hurt—thoy were already paying all taxes unconsciously. 
The change would only mean the avoidance of needless 
circuitousness. Locke had said nearly as much sixty 
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years earlier, but whereas he was content to say that. taxes, 
however contrived, ... in a country ,where their great 
fund is inland, for the most part terminate upon land,” the 
Physiocrats declared that by natural laws all taxes must 
come from land. 

As Adam Smith was the disciple and to some extent the 
product of this school, the publication of “ The Wealth of 
Nations ” marks conveniently the end of the Physiocratic 
period (1756-1776) and the beginning of the next. _ Within 
it occur the “ Lectures of Adam Smith,” accessible in a 
work under that title, edited by Professor Cannan fiom the 
manuscript notes of a student at Adam Smith’s classes. The 
interesting question of the source of the famous four maxims 
suggests a comparison between the Adam Smith of the 
"Lectures” and the Adam Smith of “The Wealth of 
Nations,” with references to the works issued in the interval. 
Of these works the “ Memoires ” of Moreau de Beaumont is 
the most significant, since Smith is known to have used it. 
Baron Bielfeld’s “ Institutiones Politiques,” which gives 
three maxims—proportional equality, least disturbance 
and vexation, convenience in time and manner of payment 

_was issued before Beaumont’s work, for the first edition 

was issued in 1760, and a corrected edition appeared in 1767, 
a year before the publication of the “ Memoires.” 

Such as cling to the “ great man,” conception of history 
would probably have less interest in this period than in the 
next, but those who are as curious about the forces that 
produce the man as about the forces he sets in action will 
find in the quotations from Beaumont, Bielfeld, Turgot, 
Kames, Verri, Steuart, far more than a pre-shadowing of 
the maxims in “ The Wealth of Nations.” Thus Turgot 
gives Equality through Proportional payments; and Cer¬ 
tainty. So also do Bielfeld, Steuart and Beaumont, and 
the two former add Convenience. Economy is touched 
upon by Bielfeld and Steuart, and is dealt with by Verri 
with striking emphasis. 

Verri’s rendering of Economy has reference chiefly to the 
welfare of the community : he is thinking rather of economi¬ 
cal systems of taxation than of economical ways of collecting 
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taxes. His canons have a particular interest from the point 
of view taken up in this book. 

Arthur Young and Isaac Pinto represent the school that 
viewed taxes on commodities as the best of taxes. Arthur 
Young represents the exti'emcst reaction from the Single- 
Tax dogma of the Physiocrats. The ideal of taxation, he 
says, is not to fix all taxes upon one thing, but to levy them 
upon as many things as possible. 

Sir James Steuart’s work was issued before Adam Smith’s, 
but it'cstablislied nothing new that was important, nothing 
important that was new, in the matter of taxation or of 
economics generally. Henry Howe, Lord Karnes, or Lord 
Kaims, was a discursive and voluminous writer who 
devoted a considerable section of his “ Sketches of the 
History of Man” to Finance. He lays down the sound 
economic, doctrine that “ All taxes are laid upon persons ” 
(II. VIII. iii.) and gives six “ Rules to be observed in taxing.” 

Isaac Pinto was a writer held in very high esteem by 
Dugald Stewart, but it is not easy to see what aroused 
Si ewart’s admiration. 

In this period, the idea of payment in proportion to in¬ 
come isoft.cn put as a reform; to-day many economists would 
consider it reactionary. But many of the writers of this 
time lived under conditions where there were exemptions, 
as of nobles and clergy, and where the mass of the people 
were burdened with taxes, direct and indirect: to. them 
taxation m proportion to income was a vindication of 
equality. It is not till later, however, that the idea of pro¬ 
portionate payments comes forth as a doctrine—not until 
it is evoked to meet the suggestion of progressive taxation. 

Quesnay (1694-1774). 

Ouesuay writes in the article “ Fcrmiers ” (" L’Encyclo- 
oedie,” 1756-7):— 

“ Arbitrary taxes (ittxes) are too terrifying and too.unjust not 
[o he always powerfully opposed to the rc-cstablishment of 
igrieulturc. Proportional distribution is hardly.possible ; it 
does not appear possible to regulate it by a valuation and a tax 
(tax?) on land, for the two kinds of agriculture of which we 

avc spoken [i.e. large and small farming] show great differences 
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in the produce of lands of the same value; so, while the two 
kinds of culture remain and differ, the land cannot serve as a 
proportional measure for the imposition of a tax (faille). If 
lands are taxed according to their actual state, the table becomes 
defective according as large farming increases; besides, there 
are provinces where the profit upon cattle is much more consider¬ 
able than the produce of the harvest and others where the produce 
of the harvest is more than the profit drawn from cattle ; more, 
this diversity of circumstances is very susceptible of change. 
It is then hardly possible to imagine any general plan of estab¬ 
lishing a proportional distribution of taxes (impositions)!' 

Yet he suggests that an attempt could be made to form 
an assessment based on declarations. 

“ It will be sufficient then to compel the husbandman (la- 
bourcur) to give every year to the collectors a faithful declara¬ 
tion of the quantity and the nature of the property (Mens) of 
which he is the owner or the tenant (, fermier ), and an ^account 
of his harvests, cattle, etc., under penalty of being arbitrarily 
assessed if convicted of fraud.” 

From traders in towns he would have declarations “ of 
the extent and objects of their trade,” which would be 
« accepted or contested by the collectors; and in the latter 
case it would be approved or adjusted in an assembly of 
the inhabitants of the parish.” 

I11 the article “ Grains” in “ UEncyclopedie,” 1757, he 
gives fourteen Maximes, afterwards developed into the thirty 
“ Maximes Generates.” Of these there are three that touch 

upon taxation:— 

“ V. Impot Non Destmcteur. That taxes (impot) should not 
be destructive, or disproportionate to the mass of the income 
(revenu) of the nation; that their increase should follow the 
increase of income, and that they should be directly based on the 
net return (jpyoduit net) of land, and not on the wages of men, 
nor upon commodities, where they would increase the expenses 
of collection, be prejudicial to commerce, or destroy annually a 
part of the wealth of the nation. Neither should they take the 
wealth of farmers of land: for the advances of agriculture of 
a kingdom ought always to be viewed as an immovable that 
should be carefully preserved for the production of taxes {impot), 
of income (revenu), and of subsistence of all classes of citizens. 
otherwise taxation (impot) degenerates into a spoliation and 
causes a decay which quickly ruins a State.” 
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From this maxim, the editor of “ Collection des Econo- 
mistes,” M. Eugene Daire, traces the aphorism of the Physio¬ 
crats, “ Indirect taxes (impositions), poor peasants ; poor 
peasants, poor kingdom ; poor kingdom, poor sovereign.” 1 
But it is doubtful whether the Physiocrats did more than 
quote a saying already old in their time. 

The Twenty-Eighth Maxim runs 

“ The administration of finance, whether in the collection of 
taxes (impots) or in the expenses of government, should not 
give rise to fortunes in money which steal a part of revenues 
(revemt) from circulation, from distribution, and from repro¬ 
duction.” 

The other maxim (No. 26) is of no importance in the 
present inquiry. (i 756 _I 757 -) 


Rousseau (1712-1778). 

" '['he contributions which are levied on the people are of two 
kinds • real, levied on things, and personal, paid by the head. 
They are both called imp Ms and subsides. When the fixed sum 
is granted the word subside is used , when thexe is granted the 
total produce of a rate (luxe) then it is an impot. We find in 
‘ f,’Esprit dcs l.oix ’ that an impost per head is most proper to 
servitude, and real taxation more conformable to liberty. That 
would be'incontestable, if ‘ circumstances per head ’ were equal; 
for nothing is more disproportionate than such a rate ( taxe ), 
and it is above all in proportions exactly observed that the 

spirit of liberty consists. , 

“ But if the'rate (la taxe) per head is exactly proportioned to 
the means of individuals, as that called in France the ‘ capita¬ 
tion ’ might bo, and which in this manner is both real and per¬ 
sonal it will be tlie most equitable, and consequently the most 
agreeabie to fret; men. These proportions appear at first easy 
to obsone, because as they relate to the stake that each one 
has in the world the indications are always public ; but besides 
the fact that avarice, credit and fraud know how to escape, it 
is rare that all the elements which ought to be considered are 
reckoned in the calculations. First of all we should reckon 
the relation of quantities, according to which, all things equal, 
whoever has ten times more goods than another should pay ten 
times more. Secondly, the relation of custom, that is to say, 
the distinction between necessities and superfluities. Whoever 
has only simple necessities ought to pay nothing at all; the 
taxe (taxe) on whoever has superfluities may extend at need to 

1 See p. 85. 
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everything beyond his necessities. ... A third relation which 
is never reckoned but which ought to stand first, is that of the 
utilities which each one draws from the social confederacy, which 
powerfully protects the immense possessions of the rich, and 
scarcely leaves a poor wretch in the enjoyment of the hut he 
has built with his hands. 1 . . . 


“ If we put all these things carefully together, we find that 
to levy taxes [les taxes) in a manner that is equitable and truly 
proportional, the imposition ought not to be made only in pro¬ 
portion to (en raison des) the possessions of the contributors, 
but in a ratio compounded of the difference of their conditions” 
and the superfluity of their possessions.”—!. T Rousseau “ Dis¬ 
cours sur l’Economie Politique” (1758). 


Bielfeld (1717-1770). 

“The increase of the number of inhabitants, first object of 
finance. 

“ Increase of wealth, second object of finance. 

“Encouragement given to the production of natural com¬ 
modities, third object of finance. 

“The fourth object of the Department of Finance is to find 
the most convenient and least onerous manner of levying taxes 
{les Impots), and of collecting the public monies.” 

"Contributions (Les Contributions) should have three pro¬ 
perties :— r 

“ 1. A proportional equality, that is to say, that all the citi¬ 
zens, and also, if possible, strangers within the state, should 
concur m supporting it, according to their faculties and wealth. 

2. That the payment should cause the least disturbance 


„ ' A v * ew government frequently expressed. Locke says, 
/ < V f i ri ™ en ’t has no other end but the preservation of property” 
( Civil Government/’ § 94). Xn Adam Smith’s " Lectures ” this 
passage occurs : " Till there be property there can be no govern- 
ment, the very end of which is to secure wealth, and to defend the 
rich from the poor ” (I. § 2). This is reproduced in “ The Wealth 
ot JNations _ thus : " Civil government, so far as it is instituted 
tor the security of property, is in reality instituted for the defence 
of the rich against the poor ” (V. I, part 2). 

But such ideas have by no means been always received with 
approval. The curious will find like sentiments put into the 
mouth of an arrant rascal, and as proof of his rascality, in a sententious 
s *ory published m 1828, called “ The Red Bam.” The work was 
written round a notorious murder-trial, and once had a great vogue. 
In chapter xiii, “ Beauty Smith,” a rogue by profession, says f ‘ As 
for laws, they were made by the rich for their own protection and 
the disadvantage of others.” 

See also p. 112. 
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possible to the citizen, and that vexations connected with it 
should be avoided. 

“ 3. That each contributor should be able to pay his portion 
in the most convenient manner, at a time when he is best able 
to pay. 

“ All can be reduced to these three principles.”—Baron Biel- 
feld, “ Institutions Politiques,” Vol. I., Chap. xi. and xii ( N. 
Edition, revue, corrigee ct augmentee) (1767). First edition, 
Hague, 1760. 

Mirabeau (1715-1789). 

“ Economic policy consists then in this, that the people should 
pay as much as possible, and think they pay less ” (The opening 
phrase is “ La politique oeconomique ”).—”'Uieorie de lim¬ 
pet,” Vidor do Riquctti (Mirabeau), Resume I. (1760). 

“ The more the individual pays, and the more tire public 
spends, the happier are the people. Why is that ? Because 
the contributions of the individual are nothing but the service 
which he renders to the public; and the expenditure of the 
public, likewise, is only the guardianship ( lutclle) of individuals 
or the surety of the equivalent, which they should receive.”— 
Ibid. 

" We have just said that there are three conditions essential 
and accessary to imposition (imposition). 

“ 1. That it should be established immediately at the source 
of revenues. 

" 2. That it should be in a known proportion, and suitable 
to these revenues. 

“ 3. That if, should not be overburdened with the expenses 
of collection.”."Theorie de llmpot,” VII. (1760). 

Pesselier (1712-1763) or La Riviere (1720-1794). 

There is a criticism of Mirabeau’s " Theorie de llmpot,” 
published as a “ Supplement ” in 1761—the year after the 
publication of the ” Theorie.” It is called “ Routes Pro¬ 
poses a l’Auteur de .la. Theorie de Limpet,” and it bears no 
name. It has been attributed to La Riviere—there is a 
note to that effect in a volume of the Goldsmith’s Library, 
a volume where the two works are bound together. But 
Stammhammer in his “ Bibliographic der Pinanzwissen- 
seluift ” attributes the work to Ch. Etienne Pesselier. 

The writer sets out six doctrines or theories laid down 
by Mirabeau, and subjects them to analysis and criticism. 
Of these only the first is to our purpose. 1 
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“ ist. Impositions, according to yon, are voluntary offerings, 
and not debts that are paid. ... Will every one be free, or 
will personal interest be forced to yield to the common good ? 
In the first case, the ‘ offering ’ will be nothing. In the second, 
it will cease to be free.” 

The second deals with the proportion of net produce 
(produit net) that should be taken in taxes. Mirabeau had 
fixed this at one-third in the “ Theorie de ITmpot,” quoting 
several sets of figures. In the “ Supplement ” of 1776 he 
says one-tenth, giving explanations of the change under 
nine heads, amounting to this, that the conditions of France 
which in 1760 led him to fix the proportions at one-third no 
longer obtained. An explanation earlier in the book 
(“ Supplement ”) is more succinct. 

“ We have said in effect that this portion (i.e. part of the-net 
produce to be taken in taxes) ought to be fixed by the nation in 
a law for ever immutable, called the Fiscal Law ; and as it must 
be once decided, I do not hesitate to say that I think it reason¬ 
able and sufficient if the Fiscal Law attributes to the sovereign 
two sols to the livre, or one-tenth of the net produce. There 
will be an outcry at these words, and I shall be confronted by 
my statement in the ‘ Theorie de Tlmpot/ where I assigned a 
third to the sovereign. But in this it is necessary, to speak in 
legal terms, to distinguish provisional from full possession.” 
—Supplement, I. v. (1761). 

Adam Smith (1775-1839). First Period. The Lectures. 

“ All taxes may be considered under two divisions, to wit, 
taxes upon possessions and taxes upon consumptions. These 
are the two ways of making the subjects contribute to the sup¬ 
port of government. The land tax is of the former kind, and 
all taxes upon commodities the latter. Possessions are of three 
kinds, to wit, land, stock and money. It is easy to levy a tax 
upon land. . . . 

“ Taxes upon land possessions have this great advantage, that 
they are levied without any great expense. 

“ Another advantage of a land tax is, that it does not tend to 
raise the price of commodities, as it is not paid in proportion to 
the corn and cattle, but in proportion to the rent.”—Lectures, 
III. § x. 

“ Taxes upon possessions are naturally equal, but those upon 
consumptions naturally unequal, as they are sometimes paid 

G 
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by the merchant, sometimes by the consumer, and sometimes 
by the importer, who must be repaid it by the consumer. 

“Taxes upon consumptions have however some advantage 
over those on possessions. They are not felt, being paid im¬ 
perceptibly ; but a person possessed of a thousand pounds of 
land-rent feels very sensibly an hundred pounds going from him. 

"... Taxes on consumptions have still another advantage over 
those on possessions. If a person be possessed of a land-rent 
of an hundred pounds per annum, and this estate be valued at 
a high rate, he perhaps pays £20 to the government. The collec¬ 
tor must be paid at a certain time of the year, and few people 
have so much self-command as to lay up money to be ready. 
He lias therefore £20 to borrow to answer his present demands. 
When the next payment comes, he has not only the tax to pay, 
but also the interest of the money borrowed the former year. 
He begins to encumber his estate ; and thus upon examination 
it will'be found that many landholders have been ruined. The 
best method of preventing this is to make the tenant pay the 
land-tax in part payment’of his rent. The taxes on consump¬ 
tions are not. liable to this inconvenience.”—Lectures, III. § 2. 

[These lectures were delivered between the years 1761 
and 1764. They were printed in 1896 (Clarendon Press) 
under the title “ Lectures on Justice, Police, Revenue and 
Arms, Delivered in the University of Glasgow by Adam 
Smith, Reported by a student in 1763, and Edited with an 
Introduction and Notes by Edwin Cannan.”] 

Turgot (1727-1781). 

Turgot (Anne Robert Jacques Turgot, Baron de l’Aubre) 
examines “ Impositions dircctcs ” and Impositions tn- 
dmetes." The former he divides again 

“ On persons or on lands (terns). . 

“That upon persons, in itself offends our reason; it could 
never have been imagined but through idleness and a desire for 
haste. 

“ It is impossible that it should be uniform. 

“ t. Because there are people who have nothing ; 

" 2. Because, if one only wished to tax persons who are 
nothing but a mass of needs, it would at least be neces¬ 
sary to tax {taxer) on the basis of the lowest class of 
society; and, at so low a rate, the tax [imposition] 
would not firing in much. . , . 

“ It is necessary then to reveit to a classification of persons 
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approximately according to their powers ( facultcs ). Then this 
is no more than a tax {imposition) upon goods, made arbitrarily 
and without rule.”—Imp6t, I. 

An analysis of Impositions indirectes follows, ending 
thus :— 

“ After having concluded that direct taxes {imposition) on 
landed property {fonds) is the only tax {imposition) conformable 
with principles, we must establish first of all upon what part 
of the produce of landed property it should be put; afterwards, 
how it ought to be distributed and collected. 

“ I have already said that it is only the landed proprietor who 
should contribute to taxes {imposition) ; the first reason is that 
he alone has an interest in preserving the permanent order of 
society. What does it matter to an industrious man what 
becomes of the government ? With his arms he has always 
the same resources : it is perfectly indifferent to him whether 
it is Peter or James who makes him work. The second reason, 
and the most peremptory, is that the owner of land {fonds) alone 
has a true revenue/'— Ibid. 



In the “ Discussion sur le revenu/’ which follows imme¬ 
diately, he says ;— 

“ Let us return then to ask from the landowner {pvoprietaire ), 
and in money, the part of his revenue of which the State has 
need. 

“ What should we ask from him ? How should we ask it ? 

“Two different systems. 

“To ask from each a part of his revenue, a fixed portion, is 
the system of the tenth, or the twentieth ; it is that which is 
proposed in the ' TMorie de lTmpot/ 1 in ' Philosophie rurale ' 2 ; 
it is that of the English land-tax, 

“ We can ask, on the contrary, a fixed sum from the nation, 
from each province, from each community ; this fixed sum being 
divided between all proprietors in proportion to their property. 

“ This second system, necessarily contained in the arbitrary 
faille, has also been adopted in the districts of the ‘ cadastre' 
(land register), or of the real faille. It is indeed to this system 
that the ‘ cadastre ' properly applies. For what is the use of a 
fixed land-register, if, a proportional part of a varying revenue 
is demanded ? But, to make a distribution, a fixed table is 
necessary. There are altogether only four possible systems of 
territorial impositions {impositions). 

1 and 2 By Mirabeau, 1760 and i763^respectively. 


sons 
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“First That of a proportional pail of l!i<‘ proiiu' >■ <hiuj ; 
it is that of the dime, of which I haw ahva.ly -pol.-ai, ..ml 
advantages and inconveniences 1 li.tw ah.-adv M"d. 

“Secondly. That of a proportional pat! of tlx- trv. :m<- 
(revenu) ; it is that of the twentirtU 

« Thirdly. That of a fixed sum ihvnli d cm h \* u -timai • lit'- 
contributors, according to what is tCii piMity- 

that is very like a system of an arbitral v /omr Iinnft d to i uided 

W °?Fourtldy. That of a fixed sum, di-tiihntd af'.idm'; t< ■ a 
fixed valuation of inherit a no s ; which R the -\Mrni *4 tl.t 
cadastre or the real iaille^ 

{t The system of proportional parti oi in* *<mu wt-ara 


have great advantages. , 

“ An immutable law would end foi < vn ell di pun b» t^rt-n 
government and people, above all hv fi\itiL ! a ha v.u 

and for peace. Sales and purchase*. **add br on *« n*vd mi that 
footing, and the part of tin- net produce nuit-muim the ta\ 
would no longer be bought, just as the * ntrb pat I i. tM bought 
After some time, it is quite tine that no on** would p.«v am tn\ 
But the King would be the owner of a piopoitiou.il juii »4 the 
income of all land. 

“This income would increase with the wealth <4 thr nation 
and if this increase of wealth increased nerd«, their venld Jit* 
sufficient for them. ... If then it wore p<»-> able P* m * ml 
in establishing this proportional tax on m< ume, them » <»uid be 
no hesitation in preferring this wav of labittg ptiblh ttwcuue 
to any other. 

“But I confess that Hut thing appear* to me impovahir , . 

It is necessary then to keep to the dhtnbtif ton of a lewd aim 
except that the amount of the fixed Mini should be jugulated 
in a certain proportion with the iomhuc of the nation , th« 
possibility and the means of which f shall explain late? 

“ Plan cVun Mimoire sur les Imjwjsitiuns “ f iyf11>. 


Mercier de la Riviere (1720 17114 b 

Mercier dela Riviere defines a tax as a portion taken fioin 

the annual revenues (wrenits) of a nation. AVmfii, as he 
explains immediately afterwards in its physiocrats sign* 
ficance, is wealth that can be consumed ** without pie 
judicing animal reproduction/’ that is, the M jwutuit ml ** 
alone. A tax then, is a part of the M fmtduit mi " and ran 
only be raised from it. 

“ Th tis the essential form of a tax {imfM) consists in taking it 
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/wo tiy where it is, and in not trying to take it where it is not, 
that b, by indiivi tax*-. There an: two kinds of indirect tax— 
upon per-orH and upon negotiable tilings.”-—“ L’Ordre Xaturel 
des Nmetes PolitiqueT’ rhrip. iv. it 767). 

“ \ tax upon peivme D necessarily an arbitrary tax, and con- 
-equently destructive ol tin: rights of property; for what clear 
nir;i-lire ran vo 1 toD* in nx flit; anrnmi of such a tax? ... A 
tax upon nr.mtiabh* tiiinu- ha- the mine defect ; however we 
mav rcard u, it i- imp* >- abb- t*» maim an attempt to fix the pro¬ 
portion. . . , hi knpo-dhlr dia! it dwuld not be arbitrary.” 

■ IhiiL, chap, v. 

Tie* fn n«l;tiu»*iit a! rule- it! taxation, oi course, is that it 
-hould be had d * *h ivn tin 1 not product of the land. There 
are two fundauiMital rule*, of the publie revenue given in 
an ea.rlier ebaptf r it iia.p. i. b dedmvd from the principle that 
M it is nor*.-ary u* the pnblie revenue so find, it will not 
lx* prejndieial to tin* ue red right 1 " of property.” The two 
rules an 

M 1 he hr-i, that • • a . twt to do ,iroy Use rights of property of 
Mibjet t s it fthe public I'Vitis ought n**t to be arbitrary ; the 
M'fond, that ’-o flan it will not 1 m- arbitrary, it should only be 
the produ* t of a * o pioprioior-hip ineotunmtably acquired by 
the >.< weieign, and < < ahiited to tin* limits set both upon it and 
upon all individual proprietor ■./' 

11 Thin ednblidiinent of a publie levenne being made in favour 
of property.” he -ay ; later, " eanuof be destructive of property.” 

< bap. i. {17117b 

Dupont <ie Nemours j tyyj -iHtj), 

Dupont dr Nemours after giving a description 1 ol 
taxation proceeds thus: - 

"Taxation {t'imfmi, b as a preserver of property, is the great 
bond, the federative knot, the vinculum sacrum of society, 

H does not rest with men to assess taxes according ^to their 
rap?ice ; they have a basis and a form essentially established by 
the order of'nature. . . , Taxes should supply expenses per¬ 
petually muewed : they can only la* taken, then, from wealth 

that is renewed. . 

** The portion ot crop-* railed the net return {produit 

mi\ is then the only one to contribute to taxation, the only^one 
that nature has made suitable for the purpose. . . . Indirect 
taxes (mipmiiimts) ; poor peasants, boor peasants ; ooor 

kingdom. Poor kingdom, pool sovereign, . . - 

1 See p. 259* 
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d 'VV 7 6 have just seen that if an indiiect louty is taken 
in raising taxes {impot), they arc none the less paid, in the last 
analysis, by the produil net of landed property. . . . It is then 
evident that taxes {impdts) should be levied directly upon t„e 

piodmt nd ^^ }t cv j t i en p that the proportion of the 

tax (impot), with Win produil net, ought not to be arbitrary, . , 

. . It is further evident that taxes (impot) cannot be 

invariably fixed at a determined sum. . : , 

“. . . The proportion of the tax {impot) with the pro-An it 
net , which constitutes the only disposable wealth, ought to be 
such that the lot of landed proprietors is the best posable, and 
that their state should be preferable to any other in society. . . . 

"... This natural and legitimate proportion ot taxe», 
(impot) with the produil net which should pay it, best a bibbed 
of itself in a growing society. For then there are landed pro¬ 
prietors who, pressed by the necessity of submitting to the tute¬ 
lary authority that, they raise up in their midst, tor a mutual 
guarantee of "the enjoyment of the property they po^rs-, will 
voluntarily consecrate, in their own interests, a part ul Uu- 
produitnetoi their domains, to supply the expenses of the sei vx e,. 
of this protecting authority. • ■ ■ 

“ . . . Thus then flic greatest possible public revenue, in¬ 
creasing daily, is the most profitable that can be to all members 
of society, is burdensome to no one, costs nothing to anybody, 
does not curtail the property of any one at all." ” I )»■ 1 ( highly 
et Progres d’unc Science Nouvelle,” §§ xiii., xiv., sv„ xvi., xvii. 
(1767). 

There are one or two references, hi these passages, to 
§ IV. and § ill., which give a succinct description of the 
•produit net. 


Sir James Steuart (17x2-1780). 

“ I divide, therefore, modern taxes into three classes 
" x. Those upon alienation, which 1 fall proportional ; 

“ 2. Those upon possessions, which 1 call cumulative or 
arbitrary; and 

" 3. Those exacted in service, which 1 call personal.” 

He gives examples, thus 

1. All excises, customs, stamp-duties, postage, coinage, 
and the like. 

2. Land-taxes, poll-taxes, window-taxes, duties upon 
-coaches and servants, that upon Industrie, in France, and 




DEVELOPMENT OF IDEAS ABOUT TAXATION. 87 


many others. (Later, chap, iv., he adds Taille, Four age, 
Capitation, Dixi'ernc, etc.). 

3. The corvee, in France; the six days’ labour on the 
high roads, and the militia service before pay was allowed 
in England 

“ . . . however different they may prove in their effects and 
consequences, they all agree in this, that they ought to impair the 
fruits and not the fund ; the expenses of the person taxed, not 
the savings ; the services, not the persons of those who do them. 

This is a fundamental principle in taxation ; and there¬ 
fore public contributions, which necessarily imply a diminution 
of any capital, cannot properly be ranged under the head of 
taxes.””—“ An Inquiry into the Principles of Political Economy ” 

'T'Thave followed another course. I have been for multiply¬ 
ing the objects of taxation as much as possible, and for xnaldng 

them more in proportion to expense than to piopeity or income. 
But that J may conform myself in some* measure to the ideas of 
those who have, examined the same subject, I shall propose a 
tax, which would fill up tin 1, place of eveiy other , and could it be 
levied, would be the best perhaps ever thought of. ^ It^is a tax, 
at so much per cent . upon the sate of every commodity. — Iota 

V. xii. (1767). , 

** great advantages of proportional taxes over the cumu¬ 
lative, relatively to those who pay them, may be reduced to three. 
li First. The proportion between the tax and the object taxed 

is determinate. , , , , , 

“ Secondly. This proportion may he known to everybody. 
Thirdly. The time of paying the tax is regular and gradual, 
because in paying for the commodity you pay for the tax, and 
your liberty in buying such commodities is unrestrained, and 
consequently, the expense is supposed to be in proportion to 
what your income can afford."— /An/., V. xiv., A Recapitulation. 

The Editors of Voltaire (1767)* 

“ 'taxes upon the produce of the earth an; the most useful to 
those levying taxes, the least onerous to the payers, the only 
taxes that are just because only here does each pay according 
to what he possesses, according to the interest he has m the 
maintenance of society.”—" Avertissement des ^ Miteurs de 
1'edition de Kohl ”: “ IT Homme aux guaranty Ecus, par Voltaire, 

—annual taxes, however imposed, are # levied upon the 
produce of the earth ; a territorial tax only differs from others 




88 


THE NATURE OF TAXATION. 


in that it is raised at less cost, does not fetter commerce, brings 
death to no branch of industry, occasions no vexation, because 
it can be distributed equally between diiterent productions, in 
proportion to the net produce i^mduit nrh that each piece of land 
(chaquc tcrre) brings to the proprietor/’— Ihid. (rjb; 

Moreau de Beaumont (1715-1785), 

Jean-Lmiis Moreau, Seigneur do Beaumont, \va> I iitenfla.nl 
de Finances from 1758 until the abolition of tin* office, 
when he became President of the commit tee of four Conn- 
sellers of Stale which absorbed the functions of the Intendant. 
10 s ** Memoires Concernant Fs t mpo>if ions et Droits en 
Europe ” were written between 1750 a.nd 1 788, published 
in four volumes in and repubiFhed in hve volumes 

in 1787, Copies of the work are *-carre, but there is one 
of each home in the CohFmiflfs Libra,ry at the Imperial 
Institutes (University of London), both in excellent condition* 

.Beaumont's work deals chiefly with administrative detail, 
but in his comments remark-, a.ml -rnggcM h>us there are 
indications of definite theories, as well an of schemes of 
reform, Some f>f these are here quoted, but a choer search 
night yield other interesting points of theory. 

The resemblance bet we ten Adam Smith’s famous maxims 
of taxation, and the* passages in Beaumont's Introduction 
(Awtisscwcnt) have given rise to a, considerable amount of 
discussion. Beaumont mentions; 

Payment in proportion to ability; 

Equal Distribution : 

Uniformity; 

Absence of arbitrariness ; 

Certainty, 

Adam Smith gave ; ■ 

Payment in proportion to ability ; 

Certainty ; 

Convenience ; 

Economy* 

There is no doubt that Adam Smith used Beaumont s 
book, since a copy was obtained for him through the par¬ 
ticular favour of M, Turgot. M We an* not at present 
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interested at all in the question of Adam Smith’s remissness 
in acknowledging any indebtedness to Beaumont. It is 
sufficient for us to trace the sequence of thought. Jt is 
very probable that Smith read and used both Beaumont 
and Bielf eld, and, like most writers of the time, considered 
formal acknowledgment to be superfluous. 

“ Each individual is bound to contribute to the common mid 
national cause by his labour, by his talent and in proportion to 
his abilities (facultes). . . . 'thus the contribution is indispens¬ 
able; but the principal object, and the most interesting, is to 
make its distribution as equal (Au/c) and henn* as little onerous 
as possible. 

“ Uniformity alone could put an end to all these inconveni¬ 
ences. . . . 

“ it is much to be desired that the form of these impositions 
could be perfected, that arbitrariness eould be entirely hanbhed, 
and that tin* assessment: should be on a fixed and certain hams,” 

“Memoircs” : A'vertissement. 

" A large part of impositions is paid under the name of twen¬ 
tieths of property, twentieths of cultivation, and twentieths of 
commerce and industry, leaving a considerable quantity of 
impositions to be distributed. We call this ‘ capitation/ We 
do not think that in any province it, can exceed a third nr 
two-fifths of the total impositions. 

" How should it be distributed ? We may follow the ordinary 
routine, and distribute it at a shilling in the pound of the 
twentieths. 

"The nobles, and privileged persons, would find themselves 
pressed (fouli) by tins new form of distribution j* We confess 
it, but the poorest class would be relieved, ami we think it is just 
it should be done for them. 

" We go further, and say that 1 he distribution at a shilling in 
1 he pound will not sufficiently re-esfablish justice, proportional 
equality. * . . 

" Here is our plan. We deduce it. from the ancient laws, which 
all say that the strong should support the weak, and that the 
one should pay for the other. 

"A new law would authorise a scale of proport ion, conform ■ 
able to which those who would pay three thousand livres of 
twentieths and more, would pay for capitation, up to 30, 40 sols, 
and even, if necessary, 3 livres for each livre of twentieths, 

"Those who would pay 1,000-3,000 livres of twentieths, 
would pay for capitation 20, 25 and even 30 sols to the iivrc of 
twentieths /"—** M^moire sur les VingtidmcsA fIL In Vol. V, of 
the “ Traitc des Impositions/" 
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The scale is continued, and as it is ol interest. to note 
what kind o[ .wale resulted 1 'n.m Bra.mnoiii.V suggestion 
1 owurds 41 -ecunng justice and pn.poiliomd epuu.lity, it 
is set down here, hut reversed from Baa.unv.nl.V order. 


I .ivO'S >>; 

tWHitiutli-/' {hiid. 

I It'loW AO . 

AO . 

.JO . 

oo . 
n n ? . 

At HI . 

jnn . 

.jom . 

to , 

Of m , 

700 . 

Hf M > . 

0 « 10 , 

{ J if M I -J/ |( if I 

3,000 ;uk 1 o\t r , 


:ils to the livro 


Capitation, 

n 


J :.ol. 

I 

A sols. 


. . ;> 11 

, . $ »» 

lii „ 

» * CH 1 1 

*» 

I)" M 

tH „ 

ro .. 

, . AO < 3,0 

y I, 40 NoJ;, t 

or iijj to 3 livrus, 

{f/d’ ,S T 


Isaac Pinto (1717 f 7 S 7 >- 

" i |it> rc-nlf of tin* (i.f. Mirabeau'si ' 1lieniie dr 1 1 input 
amounts to thi-s Fir-t, Umt a -tatr lik.pFnux whose riches 
hcloiip In tlie ..oil, has no real revenue hut its lenitoiial produce. 
Seeondlv, that taxes should hi- laid at the soune <d production. 

•< Thirdly, that there should bf an entire exemption in favour 
ol labour and industry ; that nil tllf present taxes should bn 
abolished, and the very name of liuanee and i.<rm be prosenl.ed. 

■* Fourthly, that a genera! capitation 1a.\ should hr estab¬ 
lished, which, by suppressing the expense of collection, mav 
prodiue more, and nsl le.-s. Ibis expense, ,n eordinp to him, 
absorbs a third ol the taxes, and i-.a fame of general fledrueiton. 

“ Idfllily, 1 hat this oltiee should he entrusted to the 
muuieipal magistrates. 

" Sixthly, the author nihrms that the teal revenue of France 
does not at present amount to auvlhin,". near the taxes that aie 
levied, and that loans are ruinou ... . 

“ l\ly own sv'stex 11 is reducible to this t ouehtsion. 

•< pi’rsl. that (lie. pretended prim iph- of confining the whole 
coutribntive facility of taxes ent.ir< ly to Uie territorial produce 
is fallacious ; for although the landed revenue forms an impor¬ 
tant. article, it is still the smallest portion of the faculties of 
the subject.” 
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(A footnote reference comes here in the English translation of 
1774, to the “ Dialogues on the Corn Trade/’ from which a 
quotation is given, “since the great Colbert, the nature of 
taxation is understood. A distinction is made between 
duties forthe purpose of revenue, and duties for the purpose 
of encouragement/’) 

“ Secondly, that to lay axo at the source «>1 production would 
injure agriculture, which ought to In* protected and encouraged 
at its source by every privilege and recompense imaginable. 

“ Thirdly, that nothing hut arthim, of enmumpfion ;uv\ Insure 

can produce a revenue proportioned 1o the ne« v-.dti<. of the 

stale; and that it is proved by practice and experience that 
circulation in a great measure repair- 1 the iijeonvrnieneos that 
may be occasioned by taxes. 

“ Fourthly, that 1 he mode of collection Thould be \ he h a-i 
expensive or'burdensome to the nation, faking particular fare 
not to oppress the farmer, 1 nit this is a diiunilt point. 

" Let me add, lift lily, that the state of exports at the cmfom 
house is the thermometer of a ilourLhing commerce, m .a tanning 
and mamifaeuiring nation ; that duties upon exports should 
be moderate; and that exportation, in pane ease.-, should be 
encouraged by bounties. Importation is a diUereut matter. 
It is a. tribute paid to foreigners. . . . loom uhaf I have -aid 
it follows:-- 

Sixthly, that the treasury restore to the public the money 
it receives, increasing the eontributive taeultv by the annuities 
and pensions it pays. . . . 

* l Tent hi V, that good order is not destroyed by exact mg a 
contribution to the public stuck, from all thu-e who possess no 
capital, but live upon the payments yielded tor their labour. 
They receive them from the rich, from people in easy circum¬ 
stances, and even from the state. ... 

“ Seventeenths, a capitation can never be anything, in prac¬ 
tice, but a. supplementary measure. 

“ Kighteenlhly, the specious principle of the * I henry of 1 axa- 
lion' ‘I hat idleness is the loss, and labour the profit of the 
:date/ is an axiom without meaning ; pompous words, Hud 
promise much, and signify nothing. An idle man, whose 
expense is decent, who pays taxes, who gives wages, whose 
money circulates, who causes a useful consumption, and supplies 
others with the means of doing the sauus is not a burden to the 
state. . , , We. may reckon in the same class another apothegm 
of Miraheau's, 1 That all labour is receipt, and that all idleness is 
expense, to the exchequer/ lone words without roalityA—De 
Pinto, “ An Essay on Circulation and Credit/" Part 111 * Published 
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1771, written ten years earlier. Iraodated into Lngii'-li, 1} /.p 
The quotations are from the translation, corrected by companion 
with the original. 


Verri (1728-1796). 

“ A nation may fall into decay through taxation ntel in /.»/,.■ 
in two ways. In the first case, when the amount oi he tax.-, 
(tributo) exceeds the powers of the nation and is not propor- 
tioned to the general w.-alth. In the -wo>nd . wli.-n an 
amount of taxation, proportioned on tin- whole "the 
of the nation, is viciously {viztosamente) di-tnbuteil . . . 

“Taxes til tribute) are viciously distnlmted when they pm- 
immediately upon the weaker classes, _either when- then- am 
abuses of perception or hindrances to < to illation, to exj«at, yt 
to the development of Industry ; in a word, whenever they mala- 
difficult any action which increases the annual reproduction 
“All taxes naturally tend to he levelled umfornilv upon the 
whole of theTndividuais of a state in proportion P. the mm,mop 

tions of each. ... . , , . , 

"... The first canon of taxation then should be 

“ Never in -press immediately upon the poorer ehr-.r . 

“ . . . The second canon then should lie 
“ To select that form which ■tv ill denote the least possible louden 


in Us 'perception, 

“ The third on,non will hu- - , , , # .. 

<c Clear, precise, inviolable hues should ensure miptiriml dis* 

tribution ’among all the contributors. . . . 

“The fourth canon then will he • 

“ Never to colled taxes ( tributo) so as to cause an immediate 
increase of the expense of transport from plate to place, and neeet 
to interpose between seller and buyer within the stale. . . . 

“ And the fifth canon— , , , 

“ Taxing should never be the immediate sequel to the cm, th of 
an industry.”—Vidro Verri, " Meditimioni sulia Keonomia 
Politica,” § XXX. (1771). 


Kames (1696-1782). 

“The following proposition tnav be laid down a-, the comet- 
stone of taxation building, ‘ That every man ought to contribute 
to the public revenue, not in proportion to hie substance, hut 
to his ability.’ ”—" Sketches of the? History of Man,” 11 , Sketch 
8, section i, by Henry Home, Lord Knims or Karnes (1774). 

“It is an article of importance in government, to have it 
ascertained, what proportion of the annual income of a nation 
may be drawn from the people bv taxes, without imjtoverishing 
them. An eighth part is held to be too much ; husbandry, com- 



development of ideas ABOUT TAXATION. 93 


merce, and population would sufier. Davenant says, that the 
Dutch pay to the public, annually, the fourth part of the income 
of their country ; and he adds, that their strict economy enables 
them to hear that immense load, without raisin-' tin; price of 
labour so high as m mt them nut of the havian market. It 
was probably so in 11 u* days ot Dnwnamd— Una, 

“ AH taxes are laid upon per.-mm ; bin. in dnrerent re-poeis ; 
a tax laid on a man pnvonallv for hiimeh and his family, i di ruled 
a capitation tax ; a tax laid on him for Ids propnly, i-. termed 
a tax on goods. The latter is flit* only rational lax, bceanre it 
may be apportioned to the ability; of the pr<'pridcrA' -Sketch N, 


section 3. , 

“The taxes that appear tin* len-t oppm-nv. b»y an-e 01-.- 
guised, are what are lairi on our mamifemuiv-, . . . To support 
the illusion, the duty ought to be mod* iam. , ; , roah ta\» - 
an* attended wills another denial advent a <■ : yw v D-m 1 a p ro- 
port imi to the ability of the coat rii mo a .■ t lw opnlunt l*»*m * 

coinmonlv tin* gi**ate-t emeumiem.\ lot n-rv i • a cif 

of tax different fmm any that have bc< u nemir cwd. 1 i m a 
tax, of all the most agreeable, being entirely voluntary. 


Sketch N seel ism 

“ Section V. Rules to be nb-^ived in taxing 
" . The hr ,f rule I dtall -mem d is that, wherever then* 
is an opportunit v of mmggHng, t a>a-, mieht to be moderate ; * - - 
<f A second rule i... that taxr.-> t-xpeu ive in the h-vving 
ought to he avoided; being heavy on the pro]be without a. 
proportional benefit to the 1 evrinie. t mr hue! !a\ i- admitable , 
it affords a great sum, levied with vety little expense. . . . 

A third rule is, to avoid arbtftarv faxe^ , . Heram.e 
many viees that poRun a nation arise from inequality of fortune, 

1 propose it, as a fouith rule, to remedy that inequality a- much 
aspnsbbK by relieving the poor, ami bmdeniug the ih h. Heavy 
taxes are lightly borne bv men oi oveigrown estates. . , . 

“ . . , A fifth rule of capital importance, as it regards the 
inti*resi of the State in general, is, that every tax which lend.*-* 
to impoverish the nation ought to he rejet-md with indignation. 
Such taxes contradim the very matme ot government. vdmii 
is to protect, not to oppie-,-,. ... i shall ein .e wit It a i nk* ot 
deeper concern than all that have been mentioned, which k 
To avoid taxes that require the oath of parly.” Sla fch N 


section 5, „ 

14 runsidering taxes with regard to their * fleets, they may 
be commodiously distinguishes! into h\v kimU, 

44 hirst, taxes that increase! the public revenue, without pro 
duelng any other effect, good or bad, 

" Second, taxes that inereaM* the public revenue: and me 
also beneficial to manufactures and commerce. 
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“ Third, faxes that increase tin* public revenue, i>uf are hurtful 
to manufactures and commerce. 

“ i ; ourtli. larva that an* hurtful lo manufactures andc<‘minerce 
without increadny the. public revenue, 

“ Taxes fhat are Imriful to manufactures and ronurriv ; 
and also lessen tin* public revenue.” -II. Sketch A seeiiun b. 

Examples an* given «d each land, thus :.- 

Find. Land-tax, duty on couches. The renia/ik is 
added 

“ Ilnth taxes, at tin* same time, are agreeable in -omul prin¬ 
ciples. Men ought to contribute In the public n*\eiiue, !ar 
as ihev are heiieuied 1 >v being; protected ; a rich men equip 
protecti<in fnr hi:- po-se ; .■ ion-*, ;'w well a-. 1**r In-, per on, and then* 
fore ought b> coufiibute largelv ; a poor man lequiiv- pp m » ; a»n 
for hi-* person < ml v, and t fiend* »rr * eight to et >nt rimu e little. 

Second. A tax on foreign luxuries, and a, tax on hope’s 
4< tee prevent their imrea-e,” 

** The incredible number of hor-e-, urnd in coach*-, and *d 1 uu 
wheel-em riau*'S, has rai-ed i la* price of labour, hv t h ail Tie; the 
price of oat meal, the food of the lal >< Hiring pool in many pad • 
of Britain.'' 

Third. Polldax of Kd. VI. on sheep. Marriaev lax of 
Will, Hi. Taxes M on the necessaries of lilt*, candle, soap, 
leather, ale, salt, etc." They ” raise the price* of labour, 
and consequently of munulacttires/' 

Fourth. A foreign inslam c is given the prohibit ive 
ta,x itn tin* expend of enai from the* Am Irian XethetlumF, 

n;j.p) 

Arthur Young (1741- fSmJ. 

M 1 he naae < brum daum* <d taxe,-, 1 >eing v* *i v numerous, in 
order to raFe a given Mini, is a ceamidei able* dep towards rqmditv 
in the* burden failing upon the* people ; ami it 1 was in define a 
good system of taxation, it should be that of beating light I v 
on an infinite number of points, heavily on none. In ofhei 
words, that simplicity in taxation F the greah'M additional 
weight that cun be given to taxeg and ought in every couutiv 
to be most sedulously avoided.” 

(TTris is cited in the ** Economic Journal,” i%7 fp. iiiq) 

as having been quoted in Parliament by Sir CE Corncwcll 
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Lewis in 1857, from Arthur Young. I have not been able 
to trace it. Lecky quotes it with approval in his “ Demo¬ 
cracy and Liberty” (I. ii. pp. 129-130), giving a reference 
to Northcote’s “ Twenty Years of Financial Policy,” pp. 
309-310. Sir G. Cornewell Lewis said, in the speech in 
question : “ That opinion, though contrary to much that 
we hear at the present day, seems to me to be full of wisdom.” 
Lecky mentions also a speech of Thiers, January 19, 1831, 
in favour of " a great variety of moderate taxes.”) 

“ . . . but in England the consumption of every commodity has 
increased under every burthen that has been laid on it: this 
has been uniformly the case with malt; nor have we an instance 
of either excises or customs lessening the consumption, and 
consequently the price of the farmer’s products. The excellence 
of this species of taxation has been very ably explained by several 
writers, who have shown that by the tax being blended with 
the price, the purchaser does not feel its weight, and never pays 
the tax but when he is best able to pay it, that is at the moment 
he makes the purchase. If all the taxes of England were con¬ 
solidated into this general branch on consumption, our 
system would be still more perfect. As to their raising prices, 
it is as I could easily show an advantage to every class in the 
state.”—“ Political Arithmetic,” I. ii. (1774). 

In Chapter hi. Section i. of “Political Arithmetic,” 
Young discusses the Physiocratic doctrine of a single tax 
on rent. 

ff Within these last twenty years,” he says, “ there have been 
an amazing number of publications in France, Holland, and 
Germany, on the means of promoting agriculture ; and, as 
might well be expected, most of the writers became ideal finan¬ 
ciers : The evils of the taille could not but strike every eye, 
and new modes of taxation were called for with all possible vehe¬ 
mence. System after system was framed, and their authors 
looked upon themselves as the founders of a new science ; the 
(economical science, or, as they termed it, Physiocratic . . . 
their plan, which is to abolish all the long list of French taxes, 
and substitute a single one upon land; no idea of their own, 
but which is borrowed from English writers, from Locke, Decker, 
etc. . . . 

“ . . . The argument of Mr. Locke, Decker, and the French 
writers is, that excises and other taxes on consumption are 
blended by every artisan, etc., with the price of his work, which 
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accumulating as they advance, render everything dearer except 
to people in trade who draw back the accumulation, so that the 
landed interest not being in trade, receives the weight at last 
with the progressive profits of the whole train.”—I. ibid . 

" Hence therefore we may venture to assert, that the encourage¬ 
ment of manufactures and commerce, and in general of all 
branches of industry, is a sure way to encourage agriculture, 
provided the legislature attends to a few circumstances which 
should not be forgotten. 

“ First, Not to burthen agriculture with taxes proportioned 
to its products, in order to lessen those on consumption. 

“ Secondly, Not to prohibit, or in any way restrain the export 
of the earth's productions, on supposition of feeding manufac¬ 
turers the cheaper. 

" Thirdly , To make manufacturers support their own poor. 

“ These conditions are so simple, and at the same time so just, 
that a compliance with them can never be reckoned a restraint 
upon any branch of national industry.”— Ibid. 

“ That the prices of commodities rise very much in consequence 
of taxes, is undoubted ; but that this is always an evil, there is 
great reason to question. I consider the fact, that cheapness 
of all necessaries being hurtful to national industry, as fully 
and completely established.”—Arthur Young, “ Political Arith¬ 
metic,” Part PL (1779). 

§ 5. ADAM SMITH TO DAVID RICARDO 

The group of writers covering the period from Adam 
Smith to David Ricardo marks the more distinctively Eng¬ 
lish period in the history of economic thought, as the Physio¬ 
crat ic group marks out the French period. The arrangement 
is, however, a rough one, more particularly in this, that the 
" English ” period extends at least to John Stuart Mill and 
McCulloch, and might indeed, in some respects, be continued 

to Stanley Jev<. a,is. However, we have already said that 

our grouping is chiefly for convenience of treatment; and 
it is doubtful if a quite satisfactory arrangement could be 
made on any plan. 

This section gives us the famous maxims of Adam Smith ; 
Jeremy Eentham’s suggestions as to inheritance taxes ; 
Say’s argument for Progression. The doctrine that taxa¬ 
tion should be according to ability to pay is now on the 
way to be a truism ; but the war over its true rendering, 
whether into equal percentages on incomes, or on a pro- 
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gresslve scale, is only entering upon another campaign. 
That war, in fact, is not yet ended. The earlier editions 
of our most modern textbooks on public finance incline 
towards proportionahsm as the orthodox and classical 
rendering. 

A. Smith (1775-1839). Second Period. “ The Wealth of 
Nations.” 

“ Before I enter upon the examination of particular taxes, 
it is necessary to premise the four following maxims with regard 
to taxes in general. 

“ I. The subjects of every state ought to contribute towards 
the support of the government, as nearly as possible, in pro¬ 
portion to their respective abilities ; that is, in proportion to 
the revenue which they respectively enjoy under the protection 
of the state. 

“ The expense of government to the individuals of a great 
nation is like the expense of management to the joint tenants 
of a great estate, who are all obliged to contribute in proportion 
to their respective interests in the estate. In the observation 
or neglect of this maxim consists what is called the equality or 
inequality of taxation. Every tax, it must be observed once 
for all, which falls finally upon one only of the three sorts of 
revenue above-mentioned 1 is necessarily unequal in so far as 
it does not affect the other two. In the following examination 
of different taxes I shall seldom take much further notice ol this 
sort of inequality, but shall, in most cases, confine my observa¬ 
tions to that inequality which is occasioned by a particular tax 
falling unequally upon that particular sort of private revenue 
which is affected by it. 

“ II. The tax which each individual is bound to pay ought 
to be certain, and not arbitrary. The time of payment, the 
manner of payment, the quantity to be paid, ought all to be 
clear and plain to the contributor, and to every other person. 
Where it is otherwise, every person subject to the tax is more 
or less in the power of the tax-gatherer, who can either aggravate 
the tax upon any obnoxious contributor, or extort, by the terror 
of such aggravation, some present or perquisite to himself. The 
uncertainty of taxation encourages the insolence and favours 
the corruption of an order of men who are naturally unpopular, 
even where they are neither insolent nor corrupt. The certainty 
of what each individual ought to pay is, in taxation, a matter 
of so great importance, that a very considerable degree of in- 

1 he. Rent, Profit, Wages. 
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equality, it appears, f believe, from the experience of all nations, 
is not near so great an evil as a very small decree of uncertainty. 

“ IIP Even* tax ought to he levied at flu: time, nr in the 
manner, in which it U most likely to be movement for the 
emit ril ml or to pay it. 

“ A tax upon the rent of land or of houses, payable at the 
same term at which such rents are usually paid, is levied at the 
time when it is most likely to he convenient f<>r tho contributor 
to pay ; or, when he is most likely to have wherewithal to pay. 
Taxes upon sueh eon-tuna hie goods as are arti«]t*; of luxury, are 
all tinallv paid by the consumer, and generally in a manner that 
is very convenient for him. He pays them little by little, a • 
he has occasion to buy the goods. As he U at liberty, ton, eilhm 
to buy or not to buy, as he pleases, it mud be hb- own fault it 
he ever suffer*, any considerable inmnvenienry from such taxr 

4 ‘ f\'. Every tax ought to be so rout rived a.- both to tala* 
out and 1 1 f keep out of the pockets ni f he people a 1 ' lit 11** a- po- ible 
over and above what if brings into the publie livamrv *d the 
state, 

“ A fax mav either take out nr keep out of the pe*kef •, <>| tie 
people a great deal more than it brings, info Ihe publie ttearnr. 
in the four following ways. 

“ hirst, the levying, of it may reqnin a great numbei of oita n , 
whose salnrie- mav eat up the greater part of the produce of tie- 
tax, and whose prrqub.ifes may impose another additional tax 
Upon the people. 

" Secondly, it mav obstruct tlie industiy of flie people, and 
discourage them from applying to eerfain bntuelie-, of husine- -• 
whicli might give maintenance and emplovment to great multi 
hides. While it obliges the people to pay, it mav thu ■ dimini 1 -If 
or perhaps dedrov some ol the- funds which might enable them 
more easily to do so. 

“ 1 hirdly, by the forfeitures and other p.-nalf i<-s whi< h flio-r 
unfortunate individuals incur who attempt mi ora fully U> 
evade the tax, it may frequently ruin them, and theirby put an 
end to the benefit which the community might have receive*! 
from the employment of 1 heir capital'.. An injuria ions tax 
offers a great temptation to smuggling. But the penalties ol 
smuggling must rise in proportion to the temptation. The law 
according to all the ordinary prineiples of justice, first create 1 ', the 
temptation, and then punishes those who yield to it ; and it 
commonly enhances the punishment, too, in proportion to the 
very circumstance which ought certainly to alleviate it, the 
temptation to commit the crimed 

* A footnote heie, “See * Sketches of the History of Man/ page 
474, ct ,m/E '1 his is I,<ml Karnes' work, quoted a tew pages back. 
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“Fourthly, by subjecting the people to 1 he frcqaeru vi-its 
and the odious examination of the tax-gatherers, it mav ex nose 
them to much unnecessary trouble, vexation, and oppre A on - 
and though vexation is not, strictly speaking expesm*, it is 
certainly equivalent to the expense a? which every man wmild 
be willing to redeem himself from it. 

“ It is in some one or other of tluwe four dim-rent v,av~ ihnt 
taxes are frequently so much more burden-oem \ n «j> r p,.« ,p] e 
than they are beneficial u> 1he sovereign. 

“The evident justice and utility of the foregoing maxims 
have recommended them more or Dm p, the ai minimi of all 
nations. All nations have endea\omvd. to tie- mg of tbrir 
judgment, to render fiudr taxes as equal th«*v <ai cmnrive ; 
as certain, as convenient to tie* euritrihutur. bo:h in ;hr timr 
and in tlit* mode of payment, and in proport imi m t} : ,. g-mm 
which they brought to the prine<*, as little burden- * av- m f hr 
people/* ■—Adam Smith, “'Hie Wealth of Anion Dm. \'. 
chap>. ii. Part II. “Of Taxes " (1775 On 

“ When the carriages which pass ov*t a highway tg a 
and the lighters whirl] sail upon a navigable raw-l pay toll in 
pro{>ortion to their weight or their tonnage, thev pay for tin* 
maintenance of those public works wcwtlv in pioj.or!ion to 
the wear and tear which they occasion of them. It 
imj)Ossil)le to invent a mure equitable wav of maintainin'' .u< h 
works. This toll or tax, too, though if F advanc'd bv the 
carrier, is finally paid by the ronsumrr, to whom h mwl alwaw 
be charged in the price of the goods. . . . When flw ml 1 upon 
carriages of luxury, upon roaeheg post-ffiui--.es, eiw t j. made 
somewhat higher in proportion to their weight, than upon car¬ 
riages of necessary use, such as carts, waggons, etc., the indolence 
and vanity of the rich is made to contribute in a \vrv easy manner 
to the relief of the poor, by rendering cheaper the irarr-poi [alien 
of heavy goods to all the ditferenf parts of the c<amtrv.“ find. 
Book V. chap. i. Part 111. article t. 

“ The necessaries of life occasion tin* great expense of the 
j>oor. They find it difficult to get food, and the greater part 
of their little revenue is spruit in getting it. Tie- luxuries and 
vanities of life occasion the principal expense of the iirh ; and 
a magnificent house embellishes and sets off to the best advan¬ 
tage all the other luxuries and vanities whirh they po-M-m A 
tax upon house-rents, therefore, would in general fall heaviest 
upon the rich ; and in this sort of inequality then* would not, 
perhaps, be anything very unreasonable. 11 is not wry unreason’ 
able that the rich should contribute to the public expense, not 
only in proportion to their revenue, but something more than 
in proportion,”---/ bid. Book V. chap. ii. Part II. article j. 
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This In-t par. aye i> <>f ini<re-t as it measure- tin- amount 
of tlovial imi m.nU by .VTm Smith from th" doctrine of 
strict jtrupiirtionnlisiii. as opposed 1c any i<*nn >>!. pr.«,n ~ 
sion. His view, n> repre: eiife.1 in these Hire pas- ayes taken 
foylh. r. . ire to hr that tax.-- .-lmuhl .-n the wlml.- 1«- in 
proporlion t«. incomes, with -'..me iii..diti*-a.ti<»ii Hr peUTy 
si jhic tax' -- upon tla- ri' li rather inert’ Ilian m 1 11 '']"‘‘ 1 ’’ 
to their incomes. 


! I/ 1 *?)- 

a!wavs t hon-'lit t-nipiovn 


Burke f I; 

" i hav 

of iv.nilation. 1 nit a wrv ill clio-fii 
lax upon piopi'ilv U ri-a-• ai;»!>!<* ; 

■alii'' 'lunlits throu-’lioiii. 1 1 1 ‘■ .•{ 

oiilv in it-; quantitv : hut a tax upon 


m, a wry pr 

ntbfo*l fur a t: j :* 

1 ft -r.Ml •*' I )l» * 1 n ‘j 
t** i-, tin 

iIns it 


»{M’r r.ltjfrt 
\n ttjnal 
•ri i <*! ll:r 
it diiM-- 
i, I * *t;i 11 \ <•! «t 


diHVreiit nature; lit. if ..m In- no ..|nal:tv. and 'on-eptemiv 
no in-ajro in taxiia: ihen hv : If hundred ui lhe;;io ■. -up 

uo-r, fol in tail.that iV-oltiel. iv.cned a 'slaivet t.'oo \eu 
In |!a■ oiliir Ol olio ill! if i • Itoihiii". at all t" he don'-, 
in tile oliii'V, tin-on np'f r i "ppie od hv il • dutn . siiila "n 
■ r nol or ill. pi 'III the o t \\o oliici- , \'oll tala- il "111 "He mall f...oo, 

ulii'h ill ill li." he ou-j.ht I" have, and v«u ;um- in .-hhI lo the 
olher /ho", v,-|udi he ou'.dn not to m. n\v. I in- puhlie v"l«- 
tho h inner, the latter mb, the puhlie. . . Non pun a 

'.Ivin' ' ot 1 wi' iiuiidiod pound , hv a protu ion ot ix. . . v in li 
has been the ell."t of the taxei hitherto laid oil p.-iomu ; and 
.•mploMiient:., and it r if euronra-.f iia-nt to n-nir a;;aiu m 
the ‘-.tine expedient. . . . Whenever. Hr. the en.-mnt.rniK e ot 
u .He-otlK-e tv.hil il li. . no !.- . a d. ad weil-llt upon the -ervieo, 
n{ flic {lion upon its iuv< im«- i ho 11 1“* ivmnwu ; whon 

the tviiiainiup nlti« - hall he < la ed anurdinp I" the iud pro¬ 
portion of their i<-ward:, and set vie. -u a-, to admit the nppli- 
calion ol an e.iual rule to (heir taxation ; when the dceietionarv 
power over the, ivii li-t .a h - hall !'<•'" tf'Miiajed tint a iiniii-t.-r 
shall no loiiper have the mean > ol pu\in;. 1 , with a private, what 
is taken hv a publii hand it ati.-r all t!a - e pr< limiuarv m -.'ilia 
tjims it Should he Ihoni'ht that a lax oil plan-, 1,. an oh|eet 
worlhv o( the puhlie idbuli.'tl. 1 liall he very readv to lend 
my hand ton re.lu. timi <>l t heir .-moluiueuK I-ahvard buna--- 
speech of 1-ebiuaiy n, r;bo, on the e.-oiionueal n-Umiafion of 
the Civil and other estahlUhnteiiK Holm's edition, vol. II. 
pp. 67-H. 

In the same speech, Burke put forth in detail seven princi¬ 
ples to be applied to questions of finance. They may be 
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read in full in the speech mentioned (in Bohn’s edition, vol 
II. pp. 69-70). We may quote here as much as is of imme¬ 
diate interest to us. 

“Firstly, and SccomU\\ jurisdictions rmd public estates that 
are likelier to be used for corrupting and overawing the mm- 
munity than for benefiting: the. revenue, should be disposed of. 

Thirdly, that ah uiIkvs whien brine,' more cl in rev than 
proportional advantage to the state . . . ought to be taken 
away. ...” 

“ Fourthly , offices hindering flu* ‘ evra-ral superintendent of 
finance' one,in to be abolished, 

rifthly, that it is proper to mwblidi an invariablt: order 
in all payments ; which vhll premia puniulbv; uahm will 
e’h a ptelrienre to h rvn < not ae< ordin:; to the importunity 
of the demandant, bn I the ran!; and order of their udlitv nr 
their justice.” 

Later in the speech, this point k amplified ?hu- : 

It is impossible, >h\ for any pv-wi to :m ecoiiomid, 
wiaae no order in paymentm . ea a Mr shed ; . . . it m impooible 
ha a man to he .in e»1 j 1 ■ am":a, und*■ r \\ 1 1001 \ ■ 11 i* aj ■, m i wef , in 
their several department . mm pend *-soui ju a v.h.n they 
pluase and often with an <snnbtion oi e\p,ne . . . neithej- 
the presiait, n«»r any "tiu-r bh f 1 no] of the* hoe urv ha ■> ever 
l.>een able to take a survey, or to male even a tolerable 

of flit* expenses of government for any one year.y, f hiws 

aiv circumstanced, the h'irsf Lord of the Tmamrv cannot make 
an estincite. . . . \\ e must c/uv, .vr, nvs ; we man (as fur a-> 

theirnature admits) c/>/m>/u 7 Wc hindA‘ 

“Sixthly, (‘very eMabikhmenl Mould he reduced ;m tar as, 
possible to certainly. 

" Seventhly, Subordinate treasuries ought fo be dbmlved,” 

U7S0,) 


Necker (rypj/ mSo.j). 

I he choice of luxe, innphts) mote proportioned hi the 
difference of lot tunes, the eimil to dMeern tiers* that make 
against the public vend li, the jrnU distribution uj eae] } individual 
tax, the ]>iosci i[>{ion ol all arbitral v lornv, j he < are of erofiomy 
m the expenses <>{ eollertiun, sneii am approximately f he different 
obligations that all governments should strive to fulfil." \Veker, 

I)e 1 Admin hirath>11 de ^ finances <[<* la I*ranee,'* f|, j, (leSji 

(Jutvm (1785). ’ w r ‘ 
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Gale (1783-1865). 

“ It may I'm* observed as a leading principle, that the natural 
us«* and intention of taxes is to divide tlie public burthens of 
a state among the different members who compose it, in pro¬ 
portion (as nearly as may be* to their respective abilities ; which, 
in reality, is in proportion to the benefits which they respectively 
derive from the protection of the stale. 1 

Heine, then, the grand practical Principle on vriiPh the 
ci! of levying taxes must depend, in order to divide thr public 
l*ur? hens of the staff 1 , proportionately fas nearly as hkiv be! 
among t he members, con-Pts in tin*, prefer vat ion of a par or 
f 'quality fas nearly as may be) in the compandiv«* value 1**1 ween 
money and other property, throughout the whole maehine oi 
* ireiihd ion. And seeing that the comparative value hit ween 
money and other property i a (not a-, the quantity of < ireulating 
money, lad) as {he Product of tin* multiplication of the quantitx 
hv i 1 0 * ft mu a * or velocity of the circulation ; -ami, v eeing apo, 

1 hat fhe circulation of money ami the circulation oi uther p>npertx 
P in effect one ami Urn selfsame thing ; So, comequentlv, in 
older to preserve sueh par or equality, the taxio ought to fa* 
levied (not in proportion to the apparent value of the pioperty 
'•r e.Aafe, of th<* people, but] in proportion to tin* Piudnri oi 
1 he multipli*’ation of the apparent value oi sueh pioperty, by 
fhe piece <*r velocity with which it shall actually emulate, or 
In* bought and sold."- ■ S. Hah*, " An Kssay on tie* Nature and 
Principles of Public ('redit." South Carolina, 1782 (Pond. rjH.fb 

Bcntham (io,p8 uyoq). 

Jeremy Benlham lay^ down a general principle concerning 
faxes in this characteristic form: - 

“ An important distinction is to be mafic bid ween the ideal 
pellet fion of security, and that perfection whi< h is piacticable. 
1 la* first requires that nothing should lie taken from any one ; 
the second is attained if no more is taken than is necessary for 
tin* preservation of the rest," “ Principles of tin* C ivil Code," 
chap. xiii. 

He gives a list of Urn taxes “ which should he interdicted," 
in art. 53, sect* xiii, chap, xi.of Bk, IP of the " Bonstitutional 
Pode," They urn : Taxes on the means of political informa- 
tion, in particular on Newspapers ; Tuxes on judiciary 

proceedings, whether under the name of stamps or fees of 

1 A paraphrase el Adam Smith's 1 st Maxing already quoted. 
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court; Taxes on medicines ; Taxes on insurance against 
calamity. With this we may read the earlier rule in the 
same work (Bk. I. chap. vii. sect, iv.), declaring that no tax 
is to be imposed for the augmentation of the “ collective 
splendour " of the State, or of any one functionary in par¬ 
ticular, or for the " advancement of purely agreeable or 
curious branches of art and science.’' 

“Hand in hand with waste/' says Bentham in “The 
(institutional Code/' “ is to be found taxation/" In the 
same place (chap. vi.)he says “ in the case of a tax, there 
will always be a portion of evil, the quantity of which will 
be the same, be the produce ever so great or ever so small/" 

In “A General View of a Complete Code of Laws ” he 
deals with administrative aims. 

“A treatise upon finance ought to begin with two tables: — 
A table of all the inconveniences which can possibly result from 
every kind of tax ; 2. A table* of all the taxes, arranged in tint 
most convenient order for facilitating the comparison and show¬ 
ing the particular qualities of each one. 

“ First abject of finance —to find the money without constraint 

without making any person experience the pain of loss and 
of privation. 

i A note is added : “ This object can rarely bit accomplished. 
The Canton of Berne levies no taxes : its government is sup¬ 
ported by its property. It is almost a unique case, and perhaps 
it is not desirable that it should be general. Jn governments 
in which the people have no part, the necessity of attending 
to the solvability of the contributors is a species of safeguard 
for them/’| 

Second object • -to take care, that this pain of constraint ami 
privation be reduced to the lowest term. 

Third abject— to avoid giving rise to evils accessory to the 
obligation of paying the tax/’— Chap. xxix. 

1 axes are considered at some length in his “ Manual 
of Political Economy/’ 

“ The practical rule which ought to In* observed in judging 
of the expediency of any branch of expenditure is—compare 
the benefit of it with the burthen of a correspondent portion of 
the produce of the most hurthensome tax. By striking otf so 
much expenditure, you save so much tax." 

Further in the same chapter (v.) is this. 
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“ Taxes take from present enjoyment: they diminish com¬ 
fort in proportion as they arc paid by each contributor out of 
that portion of his wealth, which, had it not been for the tax, 
would all of it have been spent within the year in the way of 
maintenance, as money is spent by a man who is said in spend 
his income. Taxes diminish future wealth in proportion as 
they take from capital, . . . Taxes, therefore, take in an 
growing wealth—-I. In as far as they are levied on capital, 
viz., on money destined for employment in the shape nf capital, 
or on goods or labour, of which real capital is composed ; j. In 
as far as they are levied on income, or expenditure in t he wav 
of income, of men who lay up money to Ik; employed as capital, or 
would have laid it up, had it not betm for the tax.” 

“ Taxes arc either on property, or on presumption of properly. 

. . . The fault of direct taxes on presumption of property 
is inequality—that of direct taxes on property is vexation. 
Indirect taxes have no fault beyond the mere privation, which 
must be undergone at any rale,” 

“To an indirect tax, each man pays no more than he pleaas. 

. , . . To a direct tax, each man pays what the impo-wr of 
the tax pleases. . . . Indirect taxation, as far as it will go, L 
therefore preferable to direct.” 

“Taxes ought to have no other end than the production of 
revenue, with as light a burthen as possible. jWith a footnote : 

* This principle may admit of some except inn.;, but ihev are very 
rare: for example, a tax may be; impos'd upon intoxicating 
liquors, with design of diminishing their consumption by increas¬ 
ing the priced ”] 

Bentham made a strong attack upon law-taxes in his 
pamphlet “ A Protest Against Law-Taxes.’’ This was 
followed by “ Supply Without Burden ; or, Escheat vice 
Taxation.” 

“ In a former essay,” he says, referring to {la* “ Protest 
“ I pointed out the species of lax which, if the reasoning there 
given be just, is the worst of all taxes existing or possible. The 
object of the present essay is, to point out that mode of supply 
which, for one of so great: a magnitude will, 1 flatter mywlf, 
appear to be absolutely the best. Wind is Hud- mode of sufjdw 
of which the twentieth part is a tax , and Had a heavy one, while the 
whole would be no tax, and would not he jell by anybody ? ” 

The answer he gives to his own riddle is ** the appro¬ 
priating to the use of the public all vacant successions, 
property of every denomination included,, on the failure of 
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near relations, will or no will, subject only to the power of’ 
bequest, as hereinafter limited.” “Near relations” he 
defines as those within the degrees termed prohibited with 
reference to marriage. The limitation alluded to is that 
the new law of Escheat should apply only to half the property 
at present subject to the power of bequest. 

(1789.) 


Rights of Man (1791). 

The 13th article of the “ Declaration of the Rights of 
Man ” says 

nor.the support of the public power, and for the expenses 
of administration, a common contribution is indispensable. 
It should be apportioned equally among the citizens, according 
to their ability (jacultds.) (1791.) 

A modem “ Redaction ” (“ La Declaration des Droits 
de PHomme et du Citoyen, livret d’Education Civique 
et Sociale,” par A. Belot et A. Bertrand, 5° edition), gives 
this— 


“ In the division of charges, a rigorous equality is necessary, 
but an equality which takes account of the power of each. The 
time is passed by when it could be said, ‘ The nobles pay by 
their blood (de son sang ) ; the clergy, by their prayers; the 
people, by their labour.’ ” 

Adam Ferguson (1723-18x6). 

" In judging of the absolute or comparative expedience of 
taxes diversified in any of these ways [i.e., the ways just men¬ 
tioned by the writer: “ assessment on the rents of land, or 
other sources of private returns ... on goods as they pass in 
commerce ... on articles of consumption in the actual use ”] 
the following maxims may be assumed:— 

First, that the real exigencies of the State are to be pro¬ 
vided for at any hazard or expence to the subject. The interests 
of the state and of the people, when well understood, are the 
same. . . . 

.Secondly, it may be assumed, that the private estate of the 
subject is in no case to be unnecessarily taxed, under pretence 
of a public concern. . . . 

“ In the third place, it may be assumed, that, as it is a principal 
object of government to secure the property of the subject 
against every invader, care should be taken, in the form of 
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taxation, to fix the limits of public exaction, so as in no way to 
impair the security of the subject in the possession of what 
he has left; that, while he is required to contribute a part of 
his labour to the public expence, the extent of this demand should 
be well ascertained, and no admission be given to arbitrary 
impositions, which might render the fortune of the subject in 
any degree precarious.’ It is in the confidence of a security of 
property that the labourer toils to obtain it, and cheerfully con¬ 
tributes a part of his gains to ensure the remainder. . . . 

" In the fourth place, it is evident, that no tax should be laid 
on in such a manner as to drain the source from which it is 
derived. . . . 

“ In the fifth place, it may be assumed, that not only every 
real grievance, but every apparent one also, and whatever is 
likely to lie felt as such” in the imposition of taxes, is to be 
avoided.”—l>r. Adam Ferguson, “ Principles of Moral and 
Political Science," Part II. chap. vi. sect. v. (1792). 

Condorcet (1743-1794). 

"Those who have little more than necessities would then 
pay almost nothing, and small errors of valuation of their means 
tfiicHl/cs) could not have any great effect. 

" It would be then a. useful reform in our assessed taxes ( con¬ 
tribution mohiliairt') to exempt absolutely a certain amount of 
presumed income, and to tax the remainder on a proportional 
-cale. This would become a true progressive, tax. . . . 

“ . . . I do not know that the existence of large fortunes 
is hurt fill in itself: I know that it is useful for them to bo brought 
near an equality; 1 know that, otherwise, even equality of 
rights cannot be complete and real. I know that great fortunes 
are not at all necessary for that activity of industry, that happy 
distribution of labour, Hint eirr.ulution, 1 hat growth of capital, 
of wealth, which permits tin, soil to be covered with a more 
numerous population, and which increases, for each generation, 
the means of comfort and well-being. Put the sudden destruc¬ 
tion, the displacement of these fortunes, and even the instan¬ 
taneous change of their use, deranging the march of industry, 
the actual distribution of labour, the established course of 
commerce, ran reduce tins soil of a country to nourish only, a 
smaller population, can condemn many generations to mis¬ 
fortune. . . . 

“ ... It is then necessary to the common property to regu¬ 
late progressive taxation so as not. to make it useless for an 
individual to acquire a new piece of land, to invest more capital 
■ -so as not to drive him to seek investments abroad, to dabble 
in stocks -not to hide his fortune by false sales.”—Condorcet 
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[M. J. A. N. Caritat, Marquis de Condorcet], “ Sur lTmp6t 
Progressif" (1792). 

Macnab (1761-1823). 

“ — two general principles which perhaps will be found to 
comprehend the leading doctrines of taxation. The first and 
grand principle of imposing taxes is, to oblige each individual 
to contribute to the public revenue, in proportion to his ability, 
without the existence of local or partial exemptions. The 
second is, that taxes should, if possible, be made subservient 
to the valuable purposes of increasing the different sources of 
national wealth, strength, and happiness; but even in the 
most desperate cases, where this is impracticable, the judicious 
financier ought carefully to avoid any tax which tends to check 
industry, distress genius, clog the operations of the farmer, the 
manufacturer and merchant, or oppress materially any part of 
the community, particularly * the poor of the land/ Hence it 
is that taxes on the price of labour, on necessaries of life, and 
on raw materials, or capital instruments in agriculture and 
manufactures, carry in their bosom (as Lord Kaims expresses 
it) ' a slow poison/ ” 

A footnote adds to these principles :— 

“ The mode of imposing taxes, the expence attending gather¬ 
ing them, and the time fixed for payment thereof, make an 
important part of the system of taxation/'—Dr. Macnab, 
“ Letters Addressed to the Right Honourable William Pitt," 
Letter II (1793). 

J. B, Say (1767-1832). 

“ Admitting these premises, that taxation (imftot) is the 
taking from individuals a part of their property for public pur¬ 
poses ; that the value levied by taxation never reverts to the 
members of the community, after it has once been taken from 
them ; and that taxation is not itself a means of reproduction ; 
it is impossible to deny the conclusion, that the best taxes, or 
rather, those that are least bad, are— 

“ 1. Such as are the most moderate in their ratio. 

“ 2. Such as are least attended with those vexatious circum¬ 
stances that harass the taxpayer without bringing anything 
into the public exchequer. 

“3. Such as press impartially on all classes. 

" 4. Such as are least injurious to reproduction. 

“ 5. Such as are rather favourable than otherwise to the 
national morality; that is to say, to the prevalence of habits 
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on any such theory, would be to sanction, under the specious 
appearance of equality, great practical oppression. The rate 
of contribution to be equitable ought therefore continually to 
vary, gradually ascending, until it rise to its maximum among 
the highest incomes/’—“ Observations on the Subjects treated 
of in Dr. Adam Smith’s Inquiry into the Nature and Causes of 
the Wealth of Nations/’ David Buchanan (1814). 

§ 6. DAVID RICARDO TO JOHN STUART MILL. 

This is a period of settlement and consolidation rather 
than of development, in the field of economics. Its out¬ 
standing figure is that of David Ricardo, whose system and 
method readied its fullest exposition with MacCulluch. 

Sismondi’s contribution is interesting as an expression of 
the distinctively French effort towards linking the idea of 
taxation to what other French writers have expressed as 
“ social solidarity/’ That conception runs through the 
whole of French political and economic thought. It helps 
to account for the fact that whilst English and German 
writers have arrived at a common conception of the essential 
things that make a tax (or steuer), French writers strive 
to express something more or less definitely relating to the 
idea of social consciousness, and in so striving, seem to 
reject the simple formula that their English and German 
fellow-workers have accepted. The difference is expressed, 
again, by the growth of what is called “ Soiidarisme,” of 
which M. (diaries (Side is the most distinctive economic 
exponent. 

Sir Henry Parnells statement of the doctrine of Minimum 
Sacrifice, now strongly associated under that name with 
Professor Edgeworth, is given together with the principle 
of economy ; not as suggesting two principles, but as if they 
were correlatives forming one principle—an interesting point 
in relation to the ideas expounded in the following chapter. 

Generally, it seems that in this period the idea of taxes 
as payment for governmental protection, and the idea of 
proportionality as the true measure of ability to pay, are 
accepted as fixed ; whilst the Physiocratic doctrine of taxing 
rent only, though still in existence, is moving into the back¬ 
ground. 
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Ricardo (1772-1823). 

Ricardo’s book on Political Economy is railed “ Prim ipl* 

of Political Economy and Taxation ” (1817), and iisv.hv 
of its thirty-two chapters are devoted to questions of rate 
and taxes. In the chapter "O11 Tax*"-" (chap. viiid he 
says 

“There are no taxes which have net a tendenev tn 1 - »■*, 

the power to accumulate. All taxes must fall either on * upit-d 
or revenue. If they encroach on capital, they miM pr**p»‘J 
tionably diminish that fund by whose extent the extent *d the 
productive industry of the country mu-t always be rrj.tttl.ityd 
and if they fall on revenue, they must either le-mii a* t niiinhu b *n 
or force the contributors to save* the amount of the tax. 
making a corresponding diminution of tlour former unptodw riw 
consumption of the necessaries and luxuries of life, Sunn* fa\» 
will produce these effects in a much greater degree than nf hr? * . 
but the great evil of taxation is to be found, not m» nineh in am 
selection of its objects, as in the general amount of its ede* * 
taken collectively." 

Later, in discussing the land-tax, ho viw 

“Everything which raises the exchangeable value of uau 
modifies of any kind, which are in very general demand, lend - 
to discourage, both cultivation and production ; but thm P .u* 
evil inseparable from all taxation, and not confined to flte pm 
ticular taxes of which we are now speaking" (chap, xii.i. 

He adopts, and without any criticism or discussion, the 
maxims of Adam Smith (chap. the doctrine of pro 

portions laid down in the second part of the first maxim he 
expresses in another form earlier in the book. 

“ Taxation under every form presents hut a choice of evil , 
if it do not act on profit, or other sources of income, if must u< ? 
on expenditure ; and provided the burthen he equally hoi tie, and 
do not repress reproduction, it is indifferent on which it is laid. 
Taxes on production, or on the profits of stock, whether applied 
immediately to profits, or indirectly, by taxing the land 01 its 
produce, have this advantage over other taxes ; that, provided 
all other income be taxed, no class of the community can escape 
them, and each contributes according to his means * (chap, jx.k 

He quotes the maxims against Adam Smith himself. 
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" Adam Smith considers ground-rents as peculiarly fit subjects 
for taxation^ _ ‘ Both ground rents and the ordinary rent of 
land/ he [A.S. | says, ‘ are a species of revenue, which the owner 
in many cases enjoys, without any care or attention of his own. 
Though a pari of this revenue should be taken from him, in 
order to defray the expenses of the State, no discouragement 
will thereby be given to any sort of industry. The annual pro¬ 
duce of the land and labour of the society, The real wealth and 
revenue of the great Ik id y of the people, might bo the same after 
such a tax as before. (Wound rents, and the ordinary rent of 
land are. therefore, perhaps tin' species of revenue which can 
best bear to haw a peculiar tax imposed upon them.’ It must 
he admitted that the eiiVcis of these taxes would be Mich as 
Adam Smith lias described ; but it would surely be very unjust 
to lax exclusively ilw revenue of any particular class of'tlm 
eonmmmifv. The burdens of the Stale should be borne bv all 
in propmfion to t heir means : this is one of the four maxims 
mentioned by Adam Smith, which should govern all taxation ” 
(chap. xiv.). 

" 1 ithes me a tax on the gross produce of the land, and, like 
faxes on raw produce, fall whollv on the consumer. They differ 
from a tax on rent, inasmuch as they affect land which such a 
tax would not reach ; and rahe the price of raw produce, which 
that fax would not alter. [ and.-, of the word quality, as well 
as of the best, pay tithes, and (exactly in proportion to the 
quantify of produce obtained from them; tithes are therefore 
an (spud tax (chap. xh). 

In the passage given above, Ricardo Mr ms to apply the 
doctrine of proportions to persons and to things indefinitely. 
This is what he seems to mean when he says " tithes are 
therefore an equal lax.” fie seems, as Professor Carman 
says in a comment on this passage, to overlook the fart that 
net produce does not. vary with gross. If that is not held 
in mind it seems “ equal ” to tax persons in the proportions 
of the amounts of gross produce. Yet in another place, to 
which Professor Plehn calls attention (“ Public Finance,” 
p. ri2) flume is a passage* in Ricardo s book where the dis¬ 
tinction between net and gross revenue in relation to faxes 
is deary considered*— 

” It must however be obvious that the power of paying taxes 
is in proportion to the net, and not in proportion to" the gross 
revenue,^— 1 ). Ricardo, Principles of Political Economy/" 
xaevi, (1817), 
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Sismondi (1773-1842). 

"Taxes (Timpots) should be em:TTn d bv * hi/, w a- :* * ••"J- 
pensation for the protection which V'**'irn 1 0mey < lo t!n ir 
persons and properties. It is jirnt that nil *.■ mmid give Mppmt 
in proportion to ihe advantages which s< *ciety nunr.udee*'. to t hem, 
and to the outlay which society imderfahe*. Mr dene 

“The greater part of the expense of the sorijl e f n bib-hewn f 
is intended to defend the rich agmnri dm i•• t! * 1 : b.wwio , il 
they were left to their respective powmw llw Iww- f - yomld *-**01 
be despoiled. It is then just tbeMhe rich man hould imt- 
tribute, not only in proportion 1 o hi- wrnmw bn? n b v»m rj 
that proportion, to sustain an order \\ hi* h y- 11 * *'•;* m* »-■ pu ■ 
to him ; just as it is ecpiitable to tahe ir* oi hi - 4 -npt fihuiv iath» s' 
than from the necessities of the oiler. . . , 

“ With these slight modifications, w, mnv w ww i!w w m ml 
rule that every one should coniribuh* to tlw ns beftimm e * ! 
society in proportion to his income b'WVMo, 1 d the dim u m 
parts of wealth, income alone should be famed. 

“ Taxation is then an e.vil only in so far a- it t * an evil to bu\ 
at a sacrifice something we neither mvd me d«- nv ; bn? d " 
it is a good, if the thing is worth mom b» u w d pro* no n rwo* 
enjoyments than the sacrifice bv vhwh ve <Ttw >ed it t d.< 
away. If society is well organised, that - hadd nlwav* be the 

case, for it always ought to in: nujre erouMh he, d jo f -m tie w-oji . 

of many for a common object, rather than to * eeh to attain it by 
a number of individual efforts. . . . 

“The measure of every one's enjoyment oimbt nfvav to be 
his income; in the same way the share of the common enjoy 
ments that taxation should pmure for all, ’ liould ahvuv * be 
proportioned to the income of ail.” “ Xouveatix Principe-* 
d’Economie Politique, on de la Richewe dans m*s rapport* aver 
la Population/’ VI. L J, (\ L, Sinioude de Sbauomli fusion 

“ 1st. Every tax (inipol) should be laid on im ‘mm owmo 
and not on capital. In th<^ first rw-e, the Mate t*n!\* pend > 
what individuals ought to spend ; in the second, it destroy-* 
what ought to support both individuals and fhe Mute. 

“2nd. In the assessment of taxes, the net annual piodisrr 
must not be confounded with ineunie brw mt) ; for the longer 
includes, beyond the latter, nil circulating capital ; and a pm t 
of this produce should remain for the muinienam e or renewal 
of all fixed capital, all accumulated woiks, and the lives of all 
productive workers. 

“3rd, Taxes being the price that the citizen pays for what 

1 See p, 7u* 
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he enjoys, they cannot he asked of him who enjoys nothing ; 
they ought therefore never to touch the part of income ( revenu ) 
which is necessary to the life of the contributor. 

*'*' .11!i. Taxes should never drive away the wealth (richesse) 
which they si like : they ought then in be the more moderated 
as this wealth is of a more fugitive nature. They should never 
reach the part of income (revenu) which is necessary, so that 
this income may preserve itself/ 7 —m/c cil. VI. ii.}. 

j. Mill (1773-1838). 

“ A ia\o 10 operate fairly, ought to leave the relative condition 
of the different < lames of contributors the same, after the tax, 
as before it. in regard to the -unis required for Hit; service of 
i he a ate, f hh is the true principle of t ILt ril u it ion.”~ James Mill, 
“ 1 'Jements \if IN Titiral Fronomy/* IV. sdii. ,;rd edition (1N2O) 
(1 st edif ion, 1K2H). 

Dr. W, Charming (1780-18.(2). 

“ We will add. that we attach no importance p> what is deemed 
the 0/0 1 H‘U*’|it u\ tmhO, fhat 1 h**v o\e t h< i n<-< .• -it v of direct 
taxaimm andduw Inm* a people a large revenue without their 
kmavleilee. In the hist place, vn* say, that a tree people might 
to know what they pav for freedom, and to pay it joy I ally, and 
that they ehotild as liulv ‘-‘orii to h<* cheated into the support 
of their government, as into the support of their children. In 
the next place, a huge revenue is no Messing. An overflowing 
treasury will always he corrupting to the governors and the 
governed. A revenue, rigorously pioport ioned to the wants 
of a people, is as much as can be trusted safely to men in power. 
1 he only valid aigmneiit against substituting direct for indirect 
taxation, is the difficulty of ascertaining with precision the 
property of the citizen/*' Wm. K. ('banning, DJ>., The 
Onion M (1N20). 

Parnell (1778-184,2). 

“ Tla* principle that will be held in view in suggesting each 
alteration, will he that of levying the revenue whirl* is wanted 
for Ha* pul Tc service in such a manner as to occasion tin* smallest 
lo- of money and enjoyment 1 o the contributors, and the least 
po . able impediment to the progress of national Industry and 
national wealth ; at the same time, full consideration will be 
given to tla* great importnnee of making every change in so 
gradual a manner, that nothing' may happen which might give 
a shock to irade, 01* reduce the revenue below wind is requisite 
for all the public services.” -Sir Henry Parnell. “ On Financial 
Reform/* 2nd edition (iKjo), chap, b 
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THE X Alt'RE UR 1AXA1 I ON 


“If right, principle* 1 X Vr!r u ' ! 

that taxation \> the priee py\ h <’ . ^ ** 1 ■ ’ 

every particle of e\p» toe t h if i ai 1 nn* 1 ’ t 1 y. 

absolutely requioo bnytbe pm ‘iv y m _ 

protection against foicHn ana* T i w ' *\ ■ ; ’’ 

oppressive imposition upon tin* pubh* U •’ *• 

Chalmers (i/Nn-iXt;}. 

‘‘Yet, though the til d eliei t *T tin * * i * . n; n p’ 

and wages'] is to dr pi e •> both pi ol it o. I v 

effort in whir It it settle^ down, 11 r i d* pi * •' ** 4 ‘ 1 ‘ 

landlords, The capital will ui.iduallv i* • j n y'y U; 
in the pr< «*ess of if ^ own < b o 1* n T »n , and h» i * y 1 * 

gradually reeoV< r thru' fab* «»t w m» , m lH po ^ o- ■» ! 

it nielancla »lv one* ol flail own d» > \\ • t 1 1 1 P ^ * 

are eonsmiimatiil, we ■ < e thr uh> Ty«a ?E f r y ' 1 * 

fern d to the pt'nplirfoi - “t the *“ti N»' h ’ * 
instance, to paV a he hri pint hi thy M,J o« * 1 *' 

use, and the laRoni xxhh h thm nophe, IE* M * ’ 

instanrr, pav, Ia‘ if . hrinr VSfliia Id fo«Ui th« o o ' ( P * ( 

addition whb h tevath n la\ on Ra i E'* ,j * ' 1 1 M V/ ’ 

Tltvac th'i> /oyc/Avr, it them H tuith in ««m -m on,. * ’ a- * »* , 
up th? vc/m/r mv/?ur a hnh itn nt*" E ‘ H * ,7 * IJ -’ * * ^ 

were no retail advantage, ii laiidhid vo m n, yh * •* H ,s *'* 
whole burdens ol f 1»«* * t.»m <> bn Yi 5 ' 9 ’ '' ' 

flu* hnpoifaiin% the paiaisioiinf iiupniletH *f H»U.U f ,?? ' ' 1 

ol fhe’laudrd sntere 4, wouhl -a,usd ha fly nE • dp w-! v, y*,- 

disgui^t*, to the rn nrnitaai of all n»r.'' I !.* u> ■ 1 1 d* -■ 

1 ), I >,, “(In Pnlitii a! lico|}Min\’ # I'fw' 1 Mr! * d e ;> n r ; 1 

Anonymous (r8p;). 

If Irvils of luxation or of tin Han «*t tai sir’ s* 

“On a review of the rvtK oj 1 a\atiou, < a *4 o ( » j ! ■» *■■■! 

raising it, it mav appeal that ihev 
“ 1st. ld“orn Inefjiialitv, 

“stub I ; rom Preordme. 

“3rd. From Fx« * h -s, 

“ viz.. Excess : 

“ 1st. In as far as luxation mav depnve the p.n«? > **! ftv 
Taxes , , . of more than is nrrived hv the *4 

Taxes, 

“ 2nd. in as far as Taxation may e,wn f lufiir than th‘* Po*p» io 
Capital and Industry of the Htycis of the i .*x* • *-m iojTm »• 

“ 3rd, In as far as Taxation may Uatedei loan ft»r l’-o,«1 . 
to Ida* Re< eh'efr (T the 1'axes a sfiute of fht* yrliH.ll fliMtinr «U 
the Country gteafet that* jm4 ot nrcessary. 
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” qth. In as far a- a levy of a Sinking Fund or Surplus Revenue 
rnav hr uniiori--..:.ry nr of inadequate utility. 

('niir-itUrine; Equality of Taxation to signify taxation in 
due pr* ‘portion 1o every one’s means and ability to pav, that 
or of j u1 j r/i.-a Iplr of ta xat [• >n. it follows that Income, which 
rnurdilute- and evidences the menus to pav, is t]i(i surest basis 
for equal taxeViou. . . , A> the- relative expenditure of indivi¬ 
duals is not in proportion to their relative means Taxation or 
Expenditure eannot full on every one in proportion to his ability 
to paw” ” An Attempt to show the justice and Expediency 
of Subst it utiny an Income or Properl v ’Tax for tint Present 
'Taxes, or a Part of Them, etc/’ Ad TP- 

Senior fiypo 

” 1 how wtitei- who have maintained that whatever is raised 
1 >v I a xuf i» »u i - dedmmd from i lit * revenue of the count ry, seem 
to ha Vi* In on 1^1 to t hho onrju -ion, by ob.wrviny that the object 
itf powuinr*ni i . n * (urifdiii uni pn.diive but negative effects, 
no! t" piodm'e i,\m >d, but to prevent evil. . . . lout it must 
be re* ulh-i md that the mom prevention of evil is one of tin* 
piin« ipa 1 nhjoom oven of individual expenditure. . . . But 
both mi c’‘ wermneiit, and that ini erieivnre oi" t he ruiiny power 
hot ween t ho dkieivut rla ws of It; .Mibjer (s which we have 
alwadv do « iibed a - afiert in?* the proportions of rent, profit, 
anti w.e-o , to one ami her, am tat her di-f urhim* cans*s than 
iioci*-, aiv element**. in the ealntlulion-; <1 peliiieal economy.”~ 
\ao an W. rwui*>r, “ Political Economy ” (Encycj. .Metropolitan;!, 
IlSjb ; reprinted t.S^oh 

Ran (i7<)2' tHyn), 

” 1. All citizens am in duiv hound to bear elm ryes (Generality 

of Taxation!, it mav be- 

*' i.e that individual hv particular sendees of anolI kt kind, 
lender an equivalent service, freely or by constraint, or, 
t/e; that their rirmnMuures make them ineapable of pn\ing 
ami hiup hf the stale, wit limit a diminution of 1 he neces¬ 
sary in* ans of subsistence, 

” a, All citi/dis should be included under uniform rules and 
a tmiloj m landard. | In t lay;rd edition, 1S50, this is ” a standard 
propoi t ionefi to tlicir relation to the state”] ((Tiiformity of 

Taxation,) 

” However ditheult if mav he to satisfy fully this demand 
ol ju ljee, it should yet he a poal, to he approached 1 >y constant 

elfoi f, 

# there may lx*» then, an impost laid on each citizen 
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“ (i) according to his grade as a co-partner in the advantages 
of the state community, 

“ (2) according to his ability to contribute, as established by 
the circumstances of his possessions.” 

[The 3rd edition gives taxes ( Steuern) as “ more closely related 
to these requirements than are dues ( Gebuhren )]. 

Dr. Karl H. Rau, " Grundsatze der Finanzwissenschaft,” 
being vol. iii. of “ Lehrbuch der politischen CEkonomie,” § 250, 

§ 251; and in the 3rd edition, p. 376, 1st edition 1826-1837, 3rd 
edition 1859. (1837.) 

Scialoja (1817-1887). 

“ Taxes ( imposta ) should always be a part of the possible 
( possibile ) wealth, which can be taken from the income of each 
individual without touching his productive funds. . . . 

“They should be distributed according to the portions of 
utility that are drawn by the different social classes, and accord¬ 
ing to the power (faculty: facolta) of the contributors. . . . 

“ They should always be as small as possible—the necessary 
demands for social needs. ... 

“ They should not need heavy costs of collection. . . . 

" No tax (• imposizione) should allow arbitrary powers to the 
collectors, to hurt liberty or private property ; nor should itself 
be a violation of private property, nor contrary to the public 
morals. ... 

“ They should be paid when the contributor is best able to 
pay so as to relieve their pressure. . . .”—Antonio Scialoja, 

“ I Principii della Economia Sociale,” VI. i. §§ n.-vn. (1840). 

Torrens (1814-1884). 

“It is an important principle, and one admitting of the 
strictest demonstration, that taxes on vested property, on the 
rent of land, houses, and on money on mortgage, and in the 
public funds, have no injurious influence upon the production 
of wealth, or upon the national prosperity; and it is those 
taxes only which fall upon the actively productive class, which 
reduce the rate of profit, and bring a country prematurely, first 
to the stationary and then to the declining state. 

“ It may be objected that it would be unjust to tax incomes 
derived from vested property, without taxing in an equal degree 
incomes derived from capital actively employed. This objec¬ 
tion, which is deserving of great consideration, will be admitted 
to be inapplicable, if it can be satisfactorily shown that exempting 
directly productive industry from taxation, so far from being 
injurious, would be beneficial to those dormant proprietors who 

live upon the rent of land and the interest of vested capital. . . . 
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“ From the principles above unfolded, a most important corol¬ 
lary results. A national debt, whatever may be its amount, has no 
injurious influence, either on the prosperity or the financial re¬ 
sources of a country, provided the interest upon it be paid out of 
taxes imposed, not upon the productive classes, but upon dormant 
capital, 3 ' -R. R. Torrens, “ The Budget/' Letter VI. (1844). 

McCulloch (1789-1864). 

“ Though taxation be necessary, it should always be kept 
within the narrowest limits. The best taxes, provided they 
produce the necessary supplies, may, speaking generally, be 
said to be the lightest, or those of which the pressure is least 
felt. But however light soever, all taxes at first necessarily 
encroach somewhat on the means of enjoyment or of accumula¬ 
tion possessed by the parties by whom they are paid ; and what¬ 
ever may be their amount, and however imposed, they must 
necessarily fall either on the revenue of the contributors or on 
their capital or stock. Perhaps, indeed, there is no tax the 
produce of which is not partly derived from both these sources. 
It is, however, abundantly certain that all taxes, when judiciously 
imposed, and not carried to an oppressive height, occasion an 
increase of industry and economy, and but rarely encroach on 
capital. Under these conditions they operate as motives to 
restrain expense, and as incentives to labour and ingenuity, 
frequently occasioning the production of more wealth than they 
abstract. ... To render an increase of taxation productive 
of greater exertion, economy, and invention, it should be slow 
and gradual/ 1 —J. R. McCulloch, “ Treatise on Taxation and 
the Funding System," Introduction (1845). 

“ A diminution of expenditure, and consequently of taxation, 
confers an advantage on the public, similar to that which a 
diminution of the cost of any indispensable or highly desirable 
article confers on individuals . . . and M. Say, notwithstanding 
his wish to be epigrammatic, is justified in saying that the best 
system of finance is to spend little ; and the best of all taxes, 
the least. Le meilleur de tous les plans de finance est de dispenser 
pen, et le meilleur de tous les impots est le plus petit 33 — Ibid. 

“ It is easy, however, to see, notwithstanding their apparent 
completeness, that the characters of good and bad taxes embodied 
in the above maxims (A. Smith's, which McCulloch has just 
quoted in full) are not sufficiently comprehensive. It would, 
no doubt, be in various respects desirable that the inhabitants of 
a country should contribute to the support of its government 
in proportion to their means. This is obviously, however, a 
matter of secondary importance. It is the business of the legisla¬ 
tor to look at the practical influence of different taxes, and to 
resort in preference to those by which the revenue may be raised 
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with least inconvenience. Should the taxes least adverse to 
the public interests fall on the contributors according to their 
respective abilities, it will be an additional recommendation in 
their favour. But the salus populi is in this, as it should be 
in every similar matter, the prime consideration ; and the tax 
which is best fitted to promote or least opposed to, this great 
end, though it may not press quite equally on the different orders 
of society, is to be preferred to a more equal but otherwise less 
advantageous tax. Had Smith restricted his maxim to taxes laid 
directly on property or income, he would have been quite right 
in saying^ that they should be proportioned to the abilities of 
the contributors. Equality, indeed, is essential to such taxes ; 
and whenever they cease to be equal, they become partial and 
unjust. But in laying down a principle that is to apply to all 
taxes, equality of contribution is an inferior consideration. The 
distinguishing characteristic of the best tax is, not that it is 
most nearly proportioned to the means of individuals, but that 
it is easily assessed and collected, and is, at the same time, 
most conducive, all things considered, to the public interests.”— 
Ibid. 

“ Although, however, it be no valid objection to a large Ha s s 
of taxes that they are not proportioned to the means of the 
contributors, it may be laid down in general that no tax, whether 
it be proportioned to their means or otherwise, can be a good 
tax unless it correspond pretty closely with the conditions in 
the last three maxims of Smith.”— Ibid. Introduction. 

If the choice lay only between a tax on property and a tax 
on income, we incline to think that the latter should be preferred. 
It will be afterwards seen that it is all but impossible to ascertain 
incomes with anything like accuracy, or to tax them fairly after 
they are ascertained. But whatever errors may be made in 
estimating and assessing income would be at least equalled, and 
probably exceeded, by those that would be made if it were 
attempted to estimate and assess property.”— Ibid. I. iv. 

“ A most moderate tax laid on capital may be, and generally 
is, defrayed out of a saving of income ; whereas an oppressive 
tax_ laid on income has in most cases to be paid partly from 
capital.”— Ibid. p. 7 (1845). 

§ 7. JOHN STUART MILL TO STANLEY JEVONS. 

The preceding period was the most individualistic in 
the history of economic thought. There were protests 
and attacks upon its extreme individualism, during the 
period itself, but they came from writers who were— 
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and who largely still are—unknown. They are dealt with 
at some length in Professor Foxwell’s “ Introduction ” to 
Menger’s “The Right to the whole Produce of Labour,” 
and in Professor Seligman’s articles “ On Some Neglected 
British Economists” in the Economic Journal of 1903. 

But the first important work that came from within the 
circle of orthodox economists, and which moved definitely 
away from the individualistic position, was John Stuart 
Mill’s “ Political Economy,” a book of readable and fluent 
English, somewhat belated economics, and intensely interest¬ 
ing politics. It was a book that appealed to the general 
reader, and it had an influence which, as an economic 
treatise, it did not deserve. But Mill thought of the com¬ 
munity as much as he did of the individual, and that differ¬ 
entiated his work from those immediately preceding him, 
who treated of the individual first, and then fitted in the 
community—as the typical modern English economist, 
Professor Marshall, for example, still does. 

Mill states in set terms the Minimum Sacrifice doctrine 
which we noted in the last section ; a doctrine springing 
from Benthamism, of which Mill was an exponent from 
within the group. “ Equality of sacrifice ” and “ least 
sacrifice ” are his exact phrases. Yet he is opposed to pro¬ 
gressive taxation of incomes, which Professor Edgeworth 
finds to be the logical result of the Benthamite “ greatest 
good to the greatest number,” whilst accepting it for the 
inheritance duties he suggests. 

Arthur Young’s “ Multiplicity ” doctrine represents the 
extreme reaction from the Single Tax. It has found, as a 
rule, little favour with economists. Professor Bastable men¬ 
tions (“ Public Finance,” p. 344, 3rd edition) Sir G. L. 
Northcote, in “ Financial Policy,” p. 309. and Mr. B. Holland 
in The Economic Journal, vii. p. 219-220, as supporters 
of the doctrine. 

J. S. Mill (1806-1873). 

“For what reason ought equality to be the rule in matters 
of taxation ? For the reason, that it ought to be so in all affairs 
of government. As a government ought to make no distinction 
of persons or classes in the strength of their claims on it, what- 
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ever sacrifices it requires of them should be made to be as nearly 
As possible with the same pressure upon all, which, it must be 
observed, is the mode by which least sacrifice is occasioned on 
the whole. If any one bears less than his fair share of the 
burthen, some other person must suffer more than his share, and 
the alleviation to the one is not, ceteris paribus so great a good 
to him, as the increased pressure on the other is an evil. Equality 
of taxation, therefore, as a maxim of politics, means equality 
of sacrifice. It means, apportioning the contribution of each 
person towards the expenses of government, so that he shall 
feel neither more nor less inconvenience from his share of the 
payment than every other person experiences from his. 

“ Suppose £50 a year to be an income ordinarily sufficient to 
provide a moderately numerous labouring family with the 
requisites of life and health, and with protection against habitual 
bodily suffering, but not with any indulgences. This then 
should be made the minimum, and incomes exceeding it should 
pay taxes not upon their whole amount, but upon the surplus. 
If the tax be 10 per cent., an income of £60 should be considered 
as a net income of £10, and charged with £1 a year, while an 
income of £1,000 should be charged as one of £950. Each would 
then pay a fixed proportion, not of his whole means, but of his 
superfluities. . . . 

“To tax the larger incomes at a higher percentage than the 
smaller, is to lay a tax on industry and economy; to impose 
a penalty on people for having worked harder or saved more 
than their neighbours. It is partial taxation, which is a mild 
form of robbery. 

" . . . I have already suggested (Bk. II. chaps, i., ii.) as the 
most eligible mode of restraining the accumulation of large 
fortunes in the hands of those who have not earned them by 
exertion, a limitation of the amount which any one person should 
be permitted to acquire by gift, bequest, or inheritance. Apart 
from this, and from the proposal of Bentham (also discussed in 
a former chapter) that collateral inheritance ab intestato should 
cease, and the property escheat to the state, I conceive that 
inheritances and legacies, exceeding a certain amount, are highly 
proper subjects for taxation; and that the revenue from them 
should be as great as it can be made without giving rise to eva¬ 
sions, by donation inter vivos or concealment of property, such 
as it would be impossible adequately to check. The principle 
of graduation (as it is called), that is, of levying a larger percen¬ 
tage on a larger sum, though its application to general taxation 
would be a violation of first principles, is quite unobjectionable 
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as applied to legacy and inheritance duties.”—J. S. Mill, “ Prin¬ 
ciples of Political Economy,” V. ii. § 2, 3 (1848). 

Thiers (1797 -1877). 

“ it is not true that governments should have as their chief 
aim, in all ages, the exemption of one class at the expense of 
the 'others; their essential objective has been to take money 
where it could most easily be found. 

“ Taxes (Vimfot) should be levied upon all kinds of incomes, 
on those from property as those from labour [travail). 

" Taxation ( I’impdt ) should be proportional, and not pro¬ 
gressive. 

“ Taxes should have an essential and useful tendency to 
become in time infinitely diversified. 

“ Taxes should be infinitely distributed, and should tend to 
become fused with the prices of things, so that each will bear 
his part, not in virtue of paying to the State, but in virtue of 
his being a consumer. 

“The modifications of the system of taxes that are most 
desirable in the interests of the working (laborieuses) classes, 
are not those which are most generally proposed. . . ; To 
diminish indirect taxes in order to increase direct taxes is not 
then so sure a means as is imagined of ameliorating the lot of 
the poor at the expense of the rich. . . . The indirect tax is 
rather the tax of countries advanced in civilization, whilst the 
direct tax is that of barbarous countries. ... 

“ The Revolution, in its first innocence, shared this opinion 
that indirect taxes were fearsome taxes, which must be, and 
easily could be abolished. . . 

"... Such is the history of the suppression of indirect taxes 
in France: bankruptcy first of all, and the need of restoring 
them afterwards.”—M. A. Thiers, “ De la Propriete,” livre iv. 
(1848). 

J. S. Buckingham (1786-1855). 

" National Evils and Practical Remedies ” is a curiously- 
interesting work, describing a projected model town, of 
which a plan and a picture are given. The town is to be 
built of iron, and in the shape of a square. At the centre is 
a lighting tower, round which the public offices are built, 
forming a Forum. From this there radiate the main streets, 
“ The Avenue of Justice,” “ The Avenue of Faith,” 
“ The Avenue of Peace,” and so on, with streets and houses 
between. The factories were to be built outside the 
town, at a distance of half a mile. In the description of the 
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community which was to reside in the model town, there is 
an account of its system of taxation, which contains the 
six rules here cited. 

“To begin with an enumeration of the principal elements 
required in any system of taxation, deserving the name of equit¬ 
able or just —with the reasons on which these requisite elements 
are founded. The most important appear to be these. [Reasons 
here omitted.] 

“ i. That the smallest amount of tax, consistent with the 
safety and good government of the State, should be taken from 
the people. 

. “ 2. That the nature of the tax should be so simple and intelli¬ 
gible, as that the most uninformed person who is subject to its 
operation can easily comprehend it, clearly understand its 
bearings, and give to it the full measure of his approbation or 
assent. 

“ 3. That the tax should be as economical as possible in its 
collection. 

“ 4. That the tax should be of a nature not to be openly or 
secretly evaded. 

“5. That the tax should be as favourable as possible to the 
consumption of these commodities which require human labour 
in their preparation or production. 

“ 6. That the tax should bear a strict relation to the means 
of the individuals who have to pay it.”—James S. Buckingham, 
“National Evils and Practical Remedies” (1849). 

Walras (1834-1910). 

“ The interests of artificial capital are inflexible and untouch¬ 
able ; they always and in spite of everything escape taxation, 
direct or indirect. Taxes can only touch and seize upon natural 
wealth, rent or labour. . . . 

“ , . . Thus complete {referring to previous exposition ), the 
system of direct, single, proportional taxation of capital would 
be a very fine system. It has only one inconvenience : difficulty, 
nay, the radical and absolute impossibility of getting the land- 
owners to accept it.”—Leon Walras, “ Theorie Critique de 
lTmp6t” (1861). 

De Parieu (1815- ). 

“ Ihe true theory of taxation {Vimpot) appears to us to require 
as its base the fixing of the sense of this rule of justice, the 
precise delimitation of the measure in which we can realize it, 
and it should then co-ordinate with this moral rule the applica¬ 
tion of the other maxims of convenience, prudence, economy. 
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and humanity, which result from what we have cited above.”— 
De Parieu, “ Traite des Impots,” I. iii. (1862). 

Sargant. 

“ In all these cases there is one simple principle by which the 
contribution of each colonist is determined; every one pays 
in proportion to the expense incurred by Government in pro¬ 
tecting him. Just as he pays the storekeeper for the goods he 
buys, the lawyer for the advice he asks, the ploughman for the 
labour he hires, so he pays the Government for the protection 
he receives • and the amount he contributes is not regulated 
by the colonist’s ability to pay, but by the cost incurred by 
Government on his behalf. This principle has been overlooked, 
or slighted, in most if not all the reasonings I have seen. It 
has been stated, indeed, that a man pays for the protection he 
receives ; but it has not been stated that, in the first instance, 
the amount he pays is only a reimbursement of the expense 
incurred by Government on his behalf. ^ * L. Sargant, An 
Undiscriminating Income Tax Reconsidered. In the Journal 
of the Statistical Society, 1862 (p. 341). 

Professor Seligman, who quotes this, says “ Sargant is 
incorrect in his belief that the theory had not been advanced 
previously (see t( Progressive Taxation in Theory and Piac- 
tice.”) He quotes the Bishop of Llandaff as 

“ the first Englishman to advance the insurance-premium theory 
of taxation, later on associated with the name of Thiers. He 
(the Bishop) states that the true principle of taxation seems to 
me to be this, that every man should pay for the protection of 
his property by the state in exact proportion to the value of the 
propertv protected j just as merchants who risk their goods 
on board a vessel pay an insurance in proportion to the value 
of the goods insured ” (1862). 

T. Rogers (1823-1890). 

“Taxation, then, to be equitable, should be determined 
according to the amount of revenue which each person enjoys. 
What is this revenue, and to what extent is the revenue which 
a person receives available for his personal enjoyment ?. A 
man’s revenue is not his capital but the profit on his capital. 
His gross wages are not his revenue. .... 

“ , . .If we take revenue, therefore, in its strictest sense, 
and conceive that only to be a man’s revenue which is devoted 
to his personal enjoyment, under the protection of the State, 
and further conclude that this revenue, when strictly limited in 
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the sense which I have given it, is alone liable to taxation; it 
will be clear that the necessary maintenance of the labourer/his 
investments while they are being made but are as yet unpro¬ 
ductive, and such payments as represent insurance against the 
risks of sickness and the certainty of death, are not legitimately 
liable to taxation because they are not a productive employment 
of his capital or labour.” [This last phrase is ambiguous and 
unfortunate. Thorold Rogers evidently meant here by “ not 
productive/’ “ not productive of present income.”]—Thorold 
Rogers, “ Political Economy,” XXI. (1868). 


§ 8. STANLEY JEYONS TO HENRY SIDGWICK. 


Writing in English we naturally, if not quite excusably, 
take English writers to mark our periods ; but something 
might be said beyond reasons of pure convenience, for the 
names that mark off this period. In the matter of taxation, 
we traverse a long road from Jevons to Sidgwick. Jevons was 
a resolute supporter of individualism in general economics 
and of proportionalism in- questions of taxation. Sidgwick 
might be conceived as ushering in the modems. Jevons 
was very well satisfied, on the whole, with the English taxes 
of 1869. Taxes are still a necessary evil 1 ; only a minimum 
of financial change is needed ; and as for progressive taxa¬ 
tion, “ we must beware of obeying the dictates of ill-con¬ 
sidered ihumanity.” To the last phrase, with its adjective, 
we shall all agree, but Jevons used it to include all gradu- 
ated scales. 

As we advance into the nineteenth century, and still as 
we enter the twentieth, the weight and body of German 
opinion increases. Classification of the principles of taxa- 
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tion, and especially the separating out of ec ^ 0 ™’f ^°™ 
other principles, is most thoroughly done by the Germ 
and Austro-Germans. This is more plainly marked m the 
last period. We have their precursors m Walras of the las 

section, and in Held of this. 

With Henry George we have a strong aversion to the 
Physiocratic doctrine of a single tax on land, but based 
on the statement that only the landowner could pay taxes 
but on the argument that only the landowner ought to pay 
them. The land-taxes of the Budget of 1910 revived the 
whole Georgian discussion. 

Stanley Jevons (1835-1882). . . 

“ Taking equal taxation to mean that which is proportiona 

t0 ‘-i!°T£ IvaTabS inf ommti o"n Sufficiently proves that no 

SS to gh>e a «ti^e 

of the whole pressure on any class of people, and are er 
unfitted to form the ground of any important change m 

fiscal system. . . . 

“ One strong assertion fcan make, which is that no one can 
-possibly prove the existence of any gross mequdtiy of ™ 

our present system W. Stanley Jevons On the Pressure 01 

T ^There”iih 8 Sy any limit to the variety of _ difficulties and 
evils which may he found to result from the imposition of a 
tax We may start with the concession that every tax is bad , 
but as we mult have revenue, the question really takes the form 
whether one tax is bad compared with others existing or pro 
posed. A tax may be bad, then, because it is subject to- 

“ 1. Fraudulent evasion. _ 

“ 2 Non-fraudulent evasion. 

“ 3. Costliness of collection, as regards the Government. 

“ 4. Costliness to the public in money. 

“ 5. Loss of time and trouble on the part of the public. 

“ 6. Interference with home trade. 

<f 7. Interference with foreign trade. 

“ 8. Unpopularity ^ 

“ 9. Incidental objections. 

“ xo. Inadequacy of returns. 

“ It is on the ground that the labouring classes cannot be 
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)Evr 


taxed that Adam Smith advocated the exemption of necessaries 
from taxation, and not on the ground of humanity or any other. 
But the subject is altogether a debatable one. Ricardo, in his 
* Principles of Political Economy and Taxation/ controverts 
most of what Adam Smith said upon the subject, and distinctly 
states that * his whole argument is founded in error/ "—“ Prin¬ 
ciples/' 3rd ed., 1821, p. 272. 

“ The more carefully and maturely I ponder over the problem 
of taxation from various points of view, the more convinced I 
always return to the principle, that all clashes of persons above 
the rank of actual paupers, should contribute to the state in 
the proportion of their incomes. I will not say that this is a 
theoretically perfect rule. From feelings of humanity we might 
desire to graduate the rate of contribution and relieve persons 
who are comparatively poorer at the expense of those who are 
comparatively richer. But we must beware of obeying the 
dictates of ill-considered humanity. . . . 

" * • . I reject then for two distinct reasons the dictum that 
necessaries should not be taxed. . . . 

“ . . . I believe we have arrived at that point of financial 
reform when a minimum of change is desirable. . . . 

“ • * . Let us for the future allow the Chancellor of the Ex¬ 
chequer to hold a larger surplus on hand, the produce of which 
will properly go towards the reduction of the National Debt, 
and we shall then deprive him of any opportunity for imposing 
new taxes/'—W. Stanley Jevons, “ The Match Tax, A Problem 
in Finance ” (1871). 

R. D. Baxter (1827-1875). 

Modified in this sense [i.e. as against Adam Smith's explica¬ 
tion of ' equality ' as ‘ in proportion to income '] Adam Smith's 
rules of taxation may be thus expressed:— 

“ i- Expenditure on bare necessaries should be exempt from 
taxation. 

“ 2. Expenditure on bad habits may be heavily taxed. 

“ 3* On the rest of his income every man ought to be taxed 
in an equal percentage. 

“ 4. Taxes ought to be certain and uniform, not arbitrary 
and unequal. 

" 5 * Every tax ought to be levied at the time and in the 
manner most convenient to the contributor. 

“ 6 . Every tax ought to take out of the pockets of the people 
as little as possible beyond its produce to the Treasury. 

Such a system might produce in the three examples above 
mentioned something like the following results, assuming that 


he La 
f thf : 

A 

A I 
A v 

-R.l 

)m” 

eld. 

“ W- ■ 
“ 1. / 

that a 

rned " 
'sick. 

d of h. 
tichi , 

ireasf 
)ie Ei 

rtheiot, 

‘ It i? 
h th • 
die »:! 
ngs a: 
uld be 
per?': 

"he Si- 
tern: 
the/:: 

The : 
of t:. 
)orth r 
ty, rc 
: it tt-r 

I. B-: 

teen: I. 

e Le$L 

And fc 
that ; 



DEVELOPMENT OF IDEAS ABOUT TAX ATI ON. 127 


the taxpayers were men of moderate indulgence in the luxuries 
of their stations :— 

£ s - 

A Wealthy Man with -£5,000 a Y ear • . 500 o 

A Professional Man or Tradesman with ^500 

a year . . • ■ • ■ • 45 ° 

A Workman with £50 a year . . . 3 w 

—R. Dudley Baxter, M.A., “ The Taxation of the United King¬ 
dom” (1869). 


Held, 

“We have thus— . , 

“ 1. Generality ( Allgemeinheit ) of Taxation ( Steuem ) ; that 
is that every one that has an income shall pay taxes. 

2. Equality (Gleichheit) of Taxation ; that is, that incomes 
earned in different branches of production shall be equivalently 
(. deichmassig ) taxed without reference to their sources 

The greatest possible consideration, of the national welfare 
and'of its increase, through a constant reference at the time 
UeicJueitige) to the uplifting of the poorer classes, and to the 
increase of the capital of the richer classes. —Dr. Adolf Held, 
“ Die Einkommensteuer,” V. p. 121 (1872). 


Berthelot. 

“ It is to the interest of the payers of taxes, and in conformity 
with the notion of the democratic state, that the whole of the 
public charges should be equally distributed. For this, three 
things are necessary: taxation should be universal, 

should be equitably distributed, and should effectively reach 
the person intended.” 

The second of these three necessary things is described in 
the terms of John Stuart Mill,—the sacrifices demanded 
by the taxes should press equally on all citizens. Fuither 


“ The application of the principle of equality in the distribu¬ 
tion of taxes (VimpGt) ought to lead, in the eyes of some, to 
proportional taxation. . . . Although it seems to conform o 
equity progressive taxation has been applied only rarely, as 
vet ■ it terrifies the rich, whose influence still preponderates — 
A. M. Berthelot, in “La Grande Encyclopedic (n.d —end of 
nineteenth century). 


Cliffe Leslie (1825-1882). 

“ And few falser maxims of finance have ever been propounded 
than that of the great French economist, M. Say, which Sir 
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William. Harcourt appears to follow, that ' the best system of 
finance is to spend little, and the best taxation is that which 
is least in amount/ On the contrary, as Mr. Wells observes 
in a Report on the local taxation of New York, ' probably there 
is no act which can be performed by a community, which brings 
in so large a return to the credit of civilization and general 
happiness, as the judicious expenditure, for public services, of 
a percentage of the general wealth raised by an equitable system 
of taxation.. It will be found to be a general rule that no high 
degree of civilisation can be maintained in a community, and 
indeed no highly civilised community can exist, without com¬ 
paratively large taxation.*’—T. E. Cliffe Leslie, “ Essays in 
Political Economy/* “ Incidence of Imperial and Local Taxa¬ 
tion ** {Fortnightly Review , February, 1874). 

Menier (1826-1881). 

These then are the constituent {constitutive) rules of taxa¬ 
tion ( hnpot ). 

i* Taxation should never affect circulation {jmpfier la 
circulation ). 

“ 2. Taxes.should be laid upon things, not upon persons. 

“ 3 * Taxation should not impede freedom of labour. 

“4. Taxation should be single {unique. In the English 
translation of Guyot, ‘ Principles of Social Economy/ this is 
rendered as ' uniform/ **—VI. ii.). 

“ 5. The assessment of taxes should be fixed {fixe. Given in 
Guyot as ' certain *). 

“ 6 . Taxes should.be levied on the capital of the nation; 
every man contributing in proportion to his capital. 

" 7 - Taxes should be stated, and not arbitrary. 

“8. They should be levied at the time and in the manner 
most convenient to the taxpayers. 

“ 9. They should be collected as economically as possible/*— 
Emile J. Menier, <f Theorie et Application de l’lmpdt sur le 
Capital/* Bk. III. chap. vi. (1874). 

. Yves Guyot, in the work mentioned above, cites these 
nine maxims with grave approval. 

Henry George (1839-1896). 

The best tax by which the public revenues can be raised 
is evidently that which will closest conform to the following 
conditions :— 

1. That it bear as lightly as possible upon production— 
so as least to check the increase of the general fund from which 
taxes must be paid and the community maintained. 

“ 2. That it be easily and cheaply collected, and fall as directly 
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as may be upon the ultimate payers—so as to take from the 
people as little as possible in addition to what it yields the 
Government. 

“ 3. That it be certain—so as to give the least opportunity 
for tyranny or corruption on the part of officials, and the least 
temptation to law-breaking and evasion on the part of the 
taxpayers. 

“ 4. That it bear equally—so as to give no citizen an advantage 
or put any at a disadvantage as compared with others/'— 
“ Progress and Poverty," VIII. iii. 

As for the first, he finds that— 

“ Taxes on the value of land not only do not check production, 
as do most other taxes, but they tend to increase production, 
by destroying speculative rent." 

Taxes on land values also 

“ With, perhaps, the exception of certain licenses and stamp 
duties, which may be made almost to collect themselves, but 
which can be relied on for only a trivial amount of revenue . . . 
can, of all taxes, be most easily and cheaply collected." 

This tax also “ which is the least arbitrary of taxes, 
possesses in the highest degree the element of certainty." 

In respect of equality, Henry George criticises Adam 
Smith's phrase describing taxation in proportion to ability 
“ that is," as Adam Smith puts it, “ in proportion to the 
revenue which they respectively enjoy under the protection 
of the State." The objection is, that no account is taken 
of the differences in the size of families. 

“ Adam Smith speaks of incomes as ‘ enjoyed under the pro¬ 
tection of the State ’ ; and this is the ground upon which the 
equal taxation of all species of property is commonly insisted 
upon—that it is equally protected by the State. The basis of 
this idea is evidently that the enjoyment of property is made 
possible by the State—that there is a value created and main¬ 
tained by the community, which is justly called upon to meet 
community expenses. Now of what values is this true ? Only 
of the value of land. . . . 

“ . . . The tax upon land values is, therefore, the most just 
and equal of all taxes. It falls only upon those who receive 
from society a peculiar and valuable benefit, and upon them 
in proportion to the benefit they receive. It is the taking by 
the community, for the use of the community, of that value 
which is the creation of the community. It is the application 

K 
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of common property to common uses. When all rent is taken 
by taxation for the needs of the community, then will the equality 
ordained by Nature be attained.”— Ibid. 

“ Our fundamental mistake is in treating land as private 
property.”—” Social Problems,” XVIII. 

“ The only taxes by which in accordance with the free-trade 
principle revenue can be raised—these two classes— 

ft i. Taxes on ostentation. 

(An explanatory paragraph follows.) 

“ 2. Taxes on the value of land.”—“ Protection or Free 
Trade,” XXVI. 

“ But of all methods of raising an independent Federal revenue, 
that which would yield the largest return with the greatest ease 
and least injury is a tax upon legacies and successions.”—“ Pro¬ 
tection or Free Trade,” XXIX. note. “ Progress and Poverty,” 
1879. " Social Problems,” 1882. “ Protection and Free Trade,” 
1886. 

Sidgwick (1838-1900). 

Revenue aud Taxes — 

“ The chief sources [of ‘ the material provision for the needs 
of Government’] are— 

“ (1) Rent or Interest paid by individuals for the use of wealth 
that wholly or partially belongs to the community. 

“ (2) Loans. 

“ (3) Payments for commodities supplied by Government. 

f< (4) Taxes (including tributes paid by foreigners). 

“ To sum up: I do not think that any sharp line can be 
drawn between taxes, ordinarily so-called, and any compulsory 
payments for services received from Government; and I accept 
generally the principle of fixing the individual's. contribution 
to Government so as to be as nearly as may be equivalent to the 
cost of the services performed by Government to him, so far as 
such services can be properly regarded as rendered to individuals. 
At the same time I think that this principle can rarely be applied, 
except in a rough and partial way, to any payments that are 
ordinarily called taxes.”—Prof. H. Sidgwick, “ The Principles 
of Political Economy,” III. viii. §§ 3, 5 (1883). 

§ 9. THE MODERNS. 

None of our groups have been very homogeneous : nor 
is this one. Adam Smith’s maxims are still broadly suffi¬ 
cient for Colson and Stourm, whilst Wagner builds up a 
system of nine rules under four heads. Proportionalism and 
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Progressivism are still both represented, and still unrecon¬ 
ciled. “ Boucard et Jeze ” refer taxation to the conception 
of social solidarity, and Professor Edgeworth refers it to 
neo-Benthamism. 

We must consider in the following chapter what emerges 
from the whole view : and we shall need to give full weight 
to these last writers, for they should show the extent of the 
whole advance. It is suggestive of an accelerated movement 
that we should have in one group, representing a period of 
only thirty years (1883-1912) the resolute Individualist 
philosophy of Herbert Spencer, and the expressions of 
social consciousness of men like Edgeworth Cannan, and 
Carver. There is so much varied material here that no 
comment can in any sense take the place of the original 
texts. 

Wagner. 

" Summary of Principles. 

“ I. Principles of Political Finance. 

1. Sufficiency of Taxation. 

2. Adjustability (Beweglichkeit) of Taxation [Elasticity]. 

“ II. Economic ( Volkswirtschaftliche) Principles. 

3. Choice of the Right Sources, that is especially the 

discussion of the question whether taxes may be 
derived only from individual and national income, 
or also from individual and national property (or 
capital), and whether and how the national and 
individual economic (irtschaftlicher) ^/standpoints 
are here to be distinguished. 

4. Choice of Kinds of Taxes, with reference to the 

effects of taxation and of different kinds of taxes 
on the taxpayer, and a general inquiry into the 
so-called shifting (Ueherwdlzung) of taxes* 

III. Ethical Principles ( Gerichtigkeit ) or The Just Distribu¬ 

tion of Taxes. 

5. Universality and 

6. Proportionateness ( Gleichmassigkeit) of Taxation. 

IV. Administrative Principles (or Principles of Logic in the 

Conduct of Taxation). 

7. Certainty of Taxes. 

8. Convenience of the same. 

9. Effort to collect taxes at the smallest possible cost. 
—A. Wagner, “ F inanz wissenschaft, V. iii. § 126. The book 



132 


THE NATURE OF TAXATION. 


was begun in 1877 (date of first preface) and finished in 1889 
(last preface). First issue, 1883-1889. 

Stein (1815-1890). 

“ We distinguish these principles in their simplest form as 
the economic (wirtschaftliche) , the financial, and the administra¬ 
tive (staatswirtschaftliche) principles.”—Dr. L. von Stein, “ Lehr- 
buch der Finanzwissenschaft, II. p. 353 (5th ed. 1886). 

Herbert Spencer (1820-1903). 

" Relative ethics, therefore, warrants such equitably-distri¬ 
buted taxation as is required for maintaining order and safety.”— 
“ Ethics,” Part IV. chap. xxii. 

“ Property must be trenched upon for supporting those public 
administrations by which the right of property, and all other 
rights, are enforced.”— Ibid. 

“The amounts individually paid should be proportionate 
to the benefits individually received. So far as these are alike, 
the burdens borne should be alike ; and so far as they are unlike, 
the burdens borne should be unlike. Hence arises a distinction 
between the public expenditure for protection of persons and 
the public expenditure for protection of property. As life and 
personal safety are, speaking generally, held equally valuable 
by all men, the implication appears to be that such public expen¬ 
diture as is entailed by care of these should fall equally on all. 
On the other hand, as the amounts of property possessed at the 
one extreme by the wage-earner and at the other extreme by 
the millionaire differ immensely, the implication is that the 
amounts contributed to the costs of maintaining property-rights 
should vary immensely—should be proportionate to the amount 
of property owned, and vary to some extent according to its 
kind. . . . 

“ One conclusion, however, is clear. State-burdens, however 
proportioned among citizens, should be borne by all. Every 
one who receives the benefits which government gives should 
pay some share of the costs of government, and should directly 
and not indirectly pay it. This last requirement is all-important. 
The aim of the politician commonly is to raise public funds in 
such ways as shall leave the citizen partly or wholly unconscious 
of the deductions made from his income. . . But this system, 
being one which takes furtively sums which it would be difficult 
to get openly, achieves an end which should not be achieved. 
The resistance to taxation, thus evaded, is a wholesome resist¬ 
ance ; and, if not evaded, would put a proper check on public 
expenditure. . . . During the days when extensions of the 
franchise were in agitation, a maxim perpetually repeated was 
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'Taxation without representation is robbery.’ Experience has 
since made it clear that, on the other hand, representation with¬ 
out taxation entails robbery.”— Ibid. Part IV. chap. xxiv. 

“ Money taken from the citizen, not to pay the costs of guard¬ 
ing from injury his person, property, and liberty, but to pay the 
costs of other actions to which he has given no assent, inflicts 
injury instead of preventing it. Names and customs veil so 
much the facts, that we do not commonly see in a tax a diminution 
of freedom; and yet it clearly is one.”— Ibid. Part IV. chap, 
xxvi. Herbert Spencer, “The Principles of Ethics,” Vol. II. 
Preface of First Edition, 1891. Issued in the Nineteenth Century, 
1890 (1890). 

Colson. 

“_it is upon considerations of equity, more or less precise, 

that we must depend In order to compare the different systems 
that may be adopted. These considerations are expressed in 
a formula accepted by everybody, because, of its vague and 
elastic character: Every citizen should contribute to the public 
expenses m proportion to his abilities (fucultes}. But, first of all, 
how can his ability be measured, in theory, from this point of 
view ? Next, admitting that the best possible basis of valuation 
has been found, how is the practical application to be made ? ” 

M. Colson adds to the maxims of Adam Smith, “ two rules 
essential to the matter : fixity of the tax (imfidt) and “the 
reduction to the minimum of the dead losses ( -pertes seches), 
which are involved in it,” or, as he puts the latter on another 
page, “ reduction to the minimum of charges imposed on 
the public without profit to the revenue.” 

_C. Colson, “Cours d’Economie Politique,” Vol. III. Bk. V., 

iv. ii. iii. (1892). 

Stourm. 

“ To sum up, the qualities with which taxes ( I’impdt ) should 
be endowed are, as Adam Smith said, justice, certainty, con¬ 
venience, and economy, to which we may add, in accordance 
with more recent experience, the absence of contact between 
the agents of the treasury and the public, an exclusive attention 
to Treasury requirements, multiplicity, and antiquity. —Rene 
Stourm, “ Nouveau Dictionnaire d’Economie Politique, ed. 
Say and Chailley (1892). 

In the same article, justice is related to proportionality. 
A paragraph heading runs— 
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ruIe ~-justice: justice does not consist in making 
every one pay ; it resides in proportionality ” (1892). S 

E. A. Ross. 

t h r° sun j mari ? e ' 1 wdl state the following propositions which 
- believe, have been established by my reasoning. 

( 1. Every regularly enforced tax either produces or prohibits. 

, ...fv though obscure and hitherto little regarded, the pro¬ 
hibitive ettects of taxation are of the highest social importance 

basiffojST for P ur P°ses of revenue should rest on a broad 
basis formed by a few orders of highly general phenomena. 

, t, ., es ® orders of Phenomena should be stable and hence 
phenranena 1 ^ 6 monopollsed & oods > the stablest orders of industrial 

,, closing, I propose that the following proposition be accepted 

to that nt°^° f - S?< ; ial p COn0my ’ c °-° rdinate an d complementary 
to that of administrative economy laid down by Adam Smith 

hibtil t<n 'l ur .t os % °f avenue should have the least possible pro- 

pJ- e 7 e £ eCt - A - ? oss - “ A Canon of Taxation ” 
Political Science Quarterly, Vol. VII. No. 4 (1892). 


Cohn. 

folIows : from the profound revolution which has taken 
place m our views of the nature of the state and of the relation 
of national taxation ( Besteurung) to the economic powers of 
he individual citizens, that the view prevalent to-day Tavoum 

the < li 1 + C J+ Pr ' C1Sely * 5 ® ° pposite of what was once in favour. This 

? exemption of the existence minimum 
at tne same time that it rejects as untenable the arguments for 

holds^hatto befb^n 1 It . adv ° cates Progressive taxation and 
noms tliat to be the only tenable position. Plainly as viewed 

from the standpoint of the latest theory of the state there is 
no room for a doctrine which admits the state and its’demands 

tWngs^is'part^fV^ necessar . ies of ltf e. The state, above all 
things, is part of these necessanes, and its demands are therefore 

part and parcel of the demands of subsistence . from the 
tandpoint of modern political economy, the old doctrine of a 

of the 1 subs?sw 0t mainte “ ed - And therewith the doctrine 

tion t£ defectT 1 ^ IS i! pnVe - d ° f itS theoretical founda- 
iion xhis defect in theory shows itself in every application 

the erconeous principle. How large, for example should 
t is Pr ° perly ' As we are wdl “ 

It is not a physically necessary minimum.”—G Cohn “The 

Science of Finance,” Chicago Press translation, II. : hi. 

(1895). The wording of the translation is adopted, after com- 
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parison with the original—“ System der National-dkonomie 0 
(Zweiter Band , Finanzwissenschaft, §222). (Original issue, 1889.) 

Schaffle. 

“ The so-called main Principles of Taxation. . . . 

<f Now Taxation is— 

“ 1. A political phenomenon, and has thus first of all a finan¬ 
cial principle (public finance) : the imposition of the historically- 
customary demands of the state, according to a standard, in 
statesmanlike fashion. 

“ 2. Taxation is in the second place an economic phenomenon, 
and has hence a two-fold economic first principle: the most 
complete control of the supply of commodities for the whole 
national economy, including public control of supply in the most 
economical—that is, the least costly—but most effective manner. 
Taxation is— 

<f 3. A combined political-economic and financial phenomenon 
of income, limited to providing only for the generaUy-necessary 
part of public needs, and thence has for its third main principle 
the most complete political and economic development of the 
system of taxation as a part of public joint-income, a principle 
which is twofold— 

“ (a) The development of taxation in proper relationship to 
other kinds of public receipts, and 

“ ( b) The development of the system of taxation so as to 
apportion the division of the tax-receipts between the 
different taxing authorities according to their relative 
needs, and to apportion as perfectly as possible, politic¬ 
ally and economically, the joint burden of taxation 
between the payers according to their abilities.”—Dr. 
A. Schaffle, “ Die Steuern,” Bk. I. chap. 5, § 27 (1895). 

Walker (1840-1897). 

" The two questions of taxation are, first, what shall- be the 
basis of taxation ? i.e. according to what standard of capacity ; 
second, what jurisdiction shall exact the tax ? The ideal system 
is that in which persons are taxed for what they are worth, and 
at the place where they hold or acquire their wealth. Worth 
is measured by income or property less debts. The source of 
wealth is the place where the actual property exists,. or where 
the person performs his labours. If we could satisfy these 
conditions, neither double taxation nor unequal taxation would 
exist.”—F. Walker, “ Double Taxation in the United States,” 
chap. viii. (1895), 

Hadley. 

“ Certainty is the fundamentally important object, without 
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which all attempts at equality prove illusory. ... If people 
would carry out to its logical conclusion the modem theory that 
taxes are a self-imposed burden, we might make equity our 
primary object as well as our ultimate goal. . . . 

Uncertainty may result either from failure to discover the 
objects which should be taxed ; or from doubt as to their value ; 
or from the possibility of collusion between the assessor and the 
person who should pay the tax, by which consent is given to an 
unduly low valuation. To avoid the first evil, taxes should be 
levied, as far as possible, upon visible and tangible objects. In 
general, things should be assessed, rather than persons. . . . 

(For the second cause of uncertainty, taxation of gross 
rather than net earnings, and specific rather than ad valorem 
duties are suggested; for the third, <f it is indispensable that 
the objects of national and local taxation should be kept as far 
as possible separate from one another/") 

“ A tax which meets the requirements of certainty tends to 
become more equitable as time goes on.""—Prof. A. T. Hadley, 
“ Economics/" XIV. § 5oo-§ 509 (1896). 


t>. A. Wells* 

Rules or Maxims essential to an administration of rightful 
taxation under a constitutional or free Government. 

“ First. No tax should be imposed by a state or government 
except by the consent of the people from whom it is to be col¬ 
lected, given either directly or by their authorised representa¬ 
tives in Congress, Legislature, or Parliament assembled. 

“ Second. All taxes or enforced contributions levied by the 
state in virtue of its sovereignty should be solely (singly) and 
exclusively for public purposes. 

“ Third. The sphere of taxation should be limited to persons, 
property, and business exclusively within the territorial juris¬ 
diction of the taxing power, 

{< Fourth. Taxes should be reasonable, regular, and not 
arbitrary as respects method, time, and place of assessment, 
and, above all, proportional. 

Fifth. Taxation should not be employed as an agency or 
for the purpose of enforcing morality, or as an instrumentality 
for correction and punishment. 

Sixth. No tax should be levied the character and extent 
of which offer, as human nature is generally constituted, a 
greater inducement to the taxpayer to evade than to pay.""— 
Dr. D. A. Wells, “ Principles of Taxation,"" Popular Science 
Monthly, March, 1897. 







DEVELOPMENT OF IDEAS ABOUT TAXATION. 137 


Edgeworth. 

“The present writer has suggested, as the principle apt to 
be adopted by two (or, mutatis mutandis, more) self-interested. 
nartSs contracting in the absence of competition, the greatest- 
hatminess principle, slightly modified; that arrangement to 
be P made which conduces to the greatest sum-total welfare of 
both parties subject to the condition that neither should lose 
bv the contact. . . . On these and other grounds assuming 
the °reatest-happiness principle to be the test of governmental 
action let us proceed to apply the principle. The condition 
that the total net utility produced by taxation f 
a maximum then reduces to the condition that the total dis 
utility should be at a minimum. From the condition that the 
tota/disutility should be at a minimum, it follows m general 
that the marginal disutility incurred by each taxpayer should 
be the same. But if the inequality of fortunes is considerable 
with respect to the specified amount of taxation, there will not 
SaSttaeuough to go round, so to speak The »fat»n rf 
the problem is that the higher incomes should * 

a certain level. ... [A discussion of rsem “Uj* . 
possible reduction of productiveness ; the question of culture , 
unequal capacities for happiness ; evasion.] 

“ . Besides the principle of minimum sacrifice, which has 

been considered, there are other species of the hedonic theory 
of taxation The most familiar are the principles of equal and 

proportional sacrifice : that each taxpayer should^hetotTl 
equal amount of utility, or an equal proportion of the total 
utility which he derives from material resources. . . . The 
two species might be included in a genus termed like sacn- 

&C “ ’ ' Is it not simpler to dismiss the deputed principle of 
equal'sacrifice, and to adopt as the true n , 0 ^ ff f o ^ at '? n w ™S 
mum sacrifice tempered by a regard or \ b p ro f essor p y. 
-riri other advantages above enumerated? Frolessor r. i. 
Edgeworth, " The Pure Theory of Taxation,” Economic Journal, 

1897. 

Reid, H. L. . , 

“ First in importance is the broad and comprehensive general 

Pr “3mo7 1 . Co-equal and Co-extensive Liabilities, Rights 

Ta “ cS' 2 ‘. ' Universal Tax Liability of all residing in a Tax 
Area, and Sharing the Benefits of Government. ... 
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(a) Non-exemption from Taxation. , . . 

Canon 3. Universal Tax Liability of all Accumulated 
Material Wealth in a Tax Area for Cost of Government Pro¬ 
tective and Administrative Institutions. . . . 

“ Canon 4. The Cost of Public, Protective, and Administra- 
tive. Institutions for a Tax Area should regulate the amount 
of its Taxation; and, as far as practicable, the Cost of 
Protecting Distinct Classes of Wealth should regulate their 
respective Taxation. . . . 

" Canon 5. Proportionality in Value, Tax Rate, and Time of 
Possession essential in taxing Accumulated Material Exchange¬ 
able Wealth. 6 

ff Unproportional Taxation Unjust and Dangerous. 

[There follows here an argument against Graduation, with 
quotations from McCulloch, de Parieu, Leroy-Beaulieu, Baudril- 
lart, Proudhon, Gladstone, Thiers, Goschen, Sir L. Mallet, 
Fawcett, Sargant, Block, D. A. Wells, Walker, as opponents 
or at least not supporters of graduation.] 

f Canon 6. General Exemption from Tax Charge for Govern¬ 
ment Protection of the Individual Life and Personal Rights of 
Members of the Community (as distinct from their Property 
Rights). ... F 7 

Canon 7. General Exemption from Tax Charge of the 
Existence Minimum and its Logical Outcome. 

[To these seven Canons there are added six Maxims—] 

“ Maxim 1. Other Advantages being equal, a Sole Direct Tax 
indicated as the Most Economic Method of Raising Taxation. 

“Maxim 2. Taxation should not interfere with Industrial 
Processes, Exchanges, or other Contrivances for Facilitating 
the Ends and'Purposes of Mankind. 

“Maxim 3. Tax Laws, Regulations, and Rates should be 
as Definite, Simple and Intelligible as possible to all concerned. 

“ Maxim 4. Tax Laws, Regulations, and Rates should not 
invite or facilitate Fraud and Evasion. 

Maxim 5. Holders of Taxable Property to be Primarily 
Liable for Taxes thereon, but entitled to recover from the Legal 
Owners Taxes paid on Property of which they were only the 
Bailees, Trustees, Occupiers, or Hirers. 

“ Maxim 6. Owners and Holders of Taxable Property justly 
entitled to know Total Value of and Tax Assessed on. Property 
of other Taxpayers of same Locality.” 

[There follows a discussion of “ Other Maxims '—Elasticity in 
particular.]—H. Lloyd Reid, “ The British Taxpayers' Rights," 
pp. 210-269 (1898). 

Pierson. 

" All taxes are levied with the object of providing the State 
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and its subdivisions with revenue ; this object must be com¬ 
pletely attained ; there must be no annual deficit, no permanent 
shortage. Before this canon, which arises out of the purpose 
of every system of taxation, all the others must, if necessary, 
give way. . . . 

“ There is a second canon to which every system of taxation 
should conform ; it would have to take precedence of the one 
just mentioned, were it not that the latter too has a moral 
bearing. The system must be such as will obviate corruption in 
public life. It must give evidence of an honest striving after 
equity and humanity. . . . 

" The one requirement which it must never be expected that 
any particular tax shall fulfil is that of being perfect/’—Dr. 
X/G. Pierson, “ Principles of Economics ” (tr. by A. A. Wotzel 
from <f Leerboek der Staathuishoudkunde/’ 1896-1902), Vol. 
II. Part IV. chap. iii. §. 1. Translation issued, Vol. I. 1902, 
Vol. II. 1912. 


Cannan. 

The object of every good legislature and every good Chan¬ 
cellor of the Exchequer is to raise the money required for govern¬ 
ment purposes, whether central or local, with as little aggregate 
suffering as possible. ... 

“ . . . A government which imposes a tax the bad effects of 
which are difficult for the populace to follow, in preference to a 
really less harmful tax of which the bad effects would be more 
easily recognised, is to be condemned, but when the effects of 
the taxes are equally plain to the uninstructed, the most popular 

will be the best. ... , 

“ The principle of payment according to ability, when applied 
to payments for certain services which cannot be divided up 
and sold retail to the customers, but are performed for the 
community in a lump, is in thorough accordance with the pnn- 
ciple of least aggregate suffering, inasmuch as taxation according 
to ability practically means taxation which takes the least 
essential and useful part of the income of the community, as 
far as that can be done without interfering with production. . . - 

"... So far we have dealt with economy only, but the 
principle of least aggregate suffering by no means excludes 
considerations of equity. A feeling of injustice is a form, oi 
suffering which is often acute, and may too lead indirectly,_ by 
the disturbance it causes, to more material fom s °ysufienng 
But economy must be put m the first place. The first thm to 
do is to find economical means of raising money. The next b. 
to inquire if there is any ethical objection. -Professor hdwrn 

Yol. XI. No. 44, pp- 469-480. December, 1901 (1901). 
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Nitti. 

ff It is generally recognised that imposts ( imfioste ) should 
have as their basis the two fundamental principles of uniformity 
and generality.”—F. S. Nitti, “ Lezioni di Scienza delle Fi~ 
nanze,” II. vii. e. p. 259 (1902). 

Conrad. 

From what has been said, and from a consideration of 
the theory of national economy, there follow, speaking generally, 
these chief points (Leitsdtze )— 

i* There is no absolutely best system of taxes, any more 
than there is an absolutely best system of government. Both 
have to adapt themselves to the practical conditions that lie 
before them. 

" 2. As there is no absolutely best system of taxes, so also 
is there no absolutely best tax. Nor can any isolated tax be 
judged by itself, but only as part of a complete system of taxes, 
or all taxes would have been rejected, because each one has its 
unfavourable aspect, 

“ 3 * As the proportions vary, so also will the significance 
of individual taxes and their place in the tax-system have to 
change,_and with this the whole system itself. 

“ 4 : Every alteration of tax-conditions damages a number 
of private economies, since it calls forth dislocations in com¬ 
petitive relations, and hence in business affairs (wirtschaftlichen 
Betriebe). Hence alterations are only to be made when they 
are demonstrated to be necessary. 

“ 5. The obligation of paying taxes must be general and 
equal. Exemptions of individual classes or persons are to be 
avoided as much as possible. As such exemptions may be 
reckoned.— 

{a) The freedom of governing classes from taxation. . . . 

( b ) State officials. . . . 

“ 6. The 'private-right' income of the State must, as against 
the community, be liable to taxes, that it may not in competing 
stand in a more favourable position than that of private indi¬ 
viduals. 

" 7. Communities and other legal persons are to be equally 
liable to taxes in respect of their economic (wirtschaftlichen) 
profits. Institutions, however, from which private individuals 
draw incomes, are to be left free, else a double taxing would 
ensue. 

" 8. Foreigners have to pay taxes, if they live in the country, 
say for a year, or draw income from it in profits. 

" 9. Every tax prejudices the national economy [Volkwirt- 
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schaft) more or less, and must consequently be limited to what 
is necessary. As J. G. Hoffman puts it, we must consider over 
every grain ( Heller) of national economy, where it will be of 
greater advantage, in the hands of the State or in the hand of 
a private individual. 

“ xo. Taxes must only be taken out of incomes, or net pro¬ 
ceeds (Reinertrage), else they will invade the capital stock and 
continuously reduce the working powers of the country. 

“ ix. The collection of taxes must be carried out with the 
greatest possible consideration for private circumstances, and 
convenience of payment should as far as possible be furthered. 
Hence the lower classes must be allowed to make their payments 
of taxes in small instalments, the collection being first made 
through indirect taxes, where the taxpayer generally has to get 
back the advance payment. ... 

“ 12. Taxes should be clearly and precisely defined, and 
made generally accessible to the public, so that a knowledge 
and understanding of them may be presumed, not only in law 
but in fact.”—“ Grundriss zum Studium der Politischen (Ekono- 
mie,” III. 1. i. § 17, Prof. Dr. J. Conrad (1903). 


Eheberg. 

“ There are in particular three demands made by modem 
financial theories. They are— . 

“ (1) That taxation shall be just. ... 

“ 2) That the taxation shall be so arranged that the least 
possible injury shall result to the national economy {Volksimrt- 
schafi ), in income and in property. ^ _ 

“ (3) That the tax-system shall be so arranged, that it does 
in practice attain its object, providing for the expenses of the 
State . « 

“ These three groups of rules may be distinguished as 
the principles of Justice, of Economy ( Volkswirtschaft ) and of 
Finance/’—Dr. K. T. Eheberg, " Finanzwissenschaft,” 7th ed., 

p. 159 (I9<>3)- 


Bastable. 

“ Our third rule is no other than the famous one that ' taxa¬ 
tion should be justly distributed/ a vague and plastic proposition, 
which we may further explain by the interpretation that it 
should be measured by the comparative abilities of the con¬ 
tributors, and this again may be taken in general to mean taxa¬ 
tion in proportion to income.’ ”—Professor Bastable, Public 
Finance,” III. vii. § 5 > 3 r< d I 9 ° 3 * 

Professor Bastable gives six maxims of taxation, and m 
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this order of precedence—r. Productivity. 2. Economy. 
3. Equity (as above). 4. Elasticity. 5. Certainty or Stability. 
6. Convenience. 

Boucard et J£ze. 

" Individuals should pay taxes (impots) to the extent to whicii 
they should cooperate in social solidarity. As every one ought 
to co-operate in social solidarity according to his powers, it is 
legitimate to ask from individuals a greater contribution as 
their fortunes are steadier and greater. Here is the fundamental 
financial principle on which two great theories rest : discrimina¬ 
tion of incomes, and proportionality or progression. 

" In the system of discrimination of incomes, different rules 
as to the rate of the impost are applied to wealth, according to 
its origin. Revenues of taxpayers may be separated into three 
classes— 

" 1st. Incomes from capital. . . . 

"2nd. Incomes from labour. . . . 

"3rd. Mixed incomes, from capital and labour. . . . 

" The question of the proportionality or the graduation (pro- 
gressiviti) of taxes is more disputed. The modes of progression 
are numerous. Here are the chief:— 

" a. Pure Progressive systems. The taxable amounts are 
classed in a certain number of categories : the rate per cent, 
rises with the class. ... 

" / 3 . Progression by exemption of a minimum of subsistence.... 

" y. Progression by variation of the taxable element. The 
rate is fixed, and is applied only to a fraction of the taxable 
amounts. This is what is sometimes called degressive taxa¬ 
tion. ... 

"... For economists, there is no contradiction in proclaim¬ 
ing the general rule of proportionality, whilst admitting, in a 
system of multiple taxes, progression for certain taxes, in order 
to re-establish equilibrium.”—Boucard et Jeze, “ Science des 
Finances,” II. iii. 1 (1904), 

Carver. 

" If taxes were voluntary contributions for the support of 
the state, it would be important that we should recognise some 
principle by which to determine how much each individual 
ought to give. ... 

"... But since taxes are not voluntary contributions but 
forced payments, we need not so much to know what the duty 
of the individual is as what the duty of the state is : not how 
much the individual ought in conscience to give, but how much 
the state ought in justice to take from him, and under what 
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conditions the state ought to take it. In the matter of taxm i«m 
the state alone is the'volnntary agent, and consequently tl ■ V 
riot v of the state alone is to be determined. ... 

'‘There is. of course, to be considered the direct sacrifice or. 

the mrt of him who pays a tax. ••• . . , , 

‘‘ But there is also another fonn of sacrifice quite as import nm 
and fullv as worthy of attention. Any tax which repr,-, - 
a desirable industry or form of activity not only imposes a sacri¬ 
fice on hm who pays it, but also upon those wlm are deprive.-, 
of the services or the products of the depressed industry. 1 ax, ■ - 
should therefore be apportioned in such a as to m.po-e .. - 
cirmllest sum total of sacrifice of these two kind.. . . * 

“ Equahtv of marginal sacrifice would be f cured by su a r ,p,r- 
tionirm taxes that, as a general rule, the last doll.n colka.i . 
from one man should impose the same sacrifice as the la -4 dollar 

S&S3 any othe/man, 

from each man might impose, very unequa^ total ; 

“ A=s amolied to incomes m general, without it b ara n un.. 

^ButTs^etween different kinds of income and different kinds 
fall upon natura p ^ rements 0 f wealth which come to an 

inheritances, for instance rain f w s repressive 

less sacrifice of the .mdirect ki . ^ „ PoUiica i Science 

Leroy-Boileau. 

■■We V^««*°ig2fgS22Si tod'Sc 

faculties or to their m ^ or “f : reasona -ble presumption. 

. “S y !Ser P “ii“-i« la sSence des Finances." vol. 

\ I. p. 176, 7th ed, (1906). 

Armitage Smith. . 

“ A well-ordered system of taxation should satisfy certain 
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.Jlindamental tests—the principles of justice, productiveness, 

' economy, and simplicity. . . . 

" The canons of Adam Smith may be supplemented by minor 
rules, most of which readily follow as corollaries from the prin¬ 
ciples of equity and economy, and are a restatement of points 
which emerge from this discussion. 

““(i) A system of taxation should be simple, plain, and 
intelligible to the common understanding, and the general 
incidence should be traceable with some degree of certainty. 
The primary necessaries of life should be free ; taxation. of 
commodities should be restricted to those which are less essential, 
and preferably to luxuries. 

“ (2) Taxation should interfere as little as possible with the 
processes of industry ; it should fall on net income, and be such 
as not to check the growth of capital or cause it to migrate. 

“ (3) The system should provide for elasticity ; that is, annual 
revenue should be able to be adjusted easily to annual demand. 
This is better attained by modification of existing taxes than 
by imposing new taxes. 

" (4) A system combining both direct and indirect taxation 
is desirable, both on grounds of equity as a method of reaching 
all classes, and as affording various means for easy modification 
and ready adaptation to emergencies. 

<f (3) Frequent modification of taxes on commodities is 
undesirable, since every change creates dislocation ; old taxes 
will have led to accommodation, new taxes will touch many 
interests indirectly. This has been called the canon of certainty 
in the form of stability/—E. Armitage-Smith, “Principles 
and Methods of Taxation/' chap. iii. (1906). 

“ The first and most fundamental maxim of taxation is that 
of equity or justice, but the realisation of this principle of 
equality of sacrifice, or, rather, fair proportionate sacrifice, is 
difficult in practice. Even its interpretation is not easy ; it 
is explained that each should contribute according to his faculty 
or ‘ ability to pay,' a power, however, necessarily vague and 
indeterminate in a complex society. That each should suffer 
' the minimum of disutility' or inconvenience, that taxation 
should leave all relatively as it finds them,' are phrases more 
or less explanatory of the aim, and they indicate, at all events, 
the admission of the moral principle that justice is a prime 
desideratum. As a practical matter only an approximation to 
equity is attainable ; rough justice is secured for different classes 
by the adoption of a mixed system of taxation, levied in part on 
incomes, property, and certain actions or processes, and in part 
by means of indirect taxes on certain consumable articles. In 
its application this theory is guided by the formulation of a 
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number of subsidiary and minor maxims which tend to eliminate 
the harshness and uncertainty of different forms of taxation. 
Some of these rules mav be enumerated. The more fundamental 
are expressed in the canons of Adam Smith following that of 
equity, viz., certainty, convenience, and economy. 


“ A further principle emphasised in the British system of 
taxation is that necessaries of life shall be free.” 

[In a previous passage in the same lecture, Dr. Armitage- 
Smith cites as “ governing principles which are recognised m 
the* British system In the first place, in Great Britain the 


sole aim proposed is revenue.” ... . 

"... Again, it is held to be a sound maxim that all who 
have a' voice in determining legislation should contribute _ to 

the cost of government; ‘legislation and taxation go together. J 


“ \ n important feature or characteristic of any good scheme 
of taxation is its elasticity.”—Dr. Armitage-Smith, “ The British 
System of Taxation,” a lecture given in 1911, and published 
in “ Lectures on British Commerce ” (1912). 


Fetter. 

“ Principles and Practice. 

“ x. Taxation should be adjusted with reference to the general 

social interest. ... . . , 

“ No hard-and-fast rule for the apportioning of taxes can 
be laid down. The decision must be made in each generation 

by social opinion. ,, , . , 

“ 2. The administration of taxation should be economical, 

certain, and uniform. ... . ., 

“ 3. The relation of taxation to private incomes makes it 
one of the largest public questions of the day."—Prof. Fetter, 
“ The Principles of Economics ” (1907). 


J. A. Hobson. 

“ Some ‘ surplus ’ coming as a rise of interest, profit, or wages, 
causes growth in the industrial structure by bringing into pro¬ 
ductive use more or better capital, labour, or ability. This 
may be classed as ‘ productive surplus.’ But where scarcity 
enables a factor to extort a price for its use which is not effective 
for stimulating an increased or an improved supply, such surplus 
is unproductive. . . . 

Unproductive Surplus (unearned increment) 

Productive Surplus (costs of growth) 

Maintenance (costs of subsistence) .... 

“ . . . The Unproductive Surplus consists of— 

L 
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“ (1) economic rent of land and other natural resources. 

“ (2) All interest beyond the rate involved in A and B. 

“ (3) All profit, salaries, or other payment for ability or 
labour in excess of what is economically necessary to evoke the 
sufficient use of such factor of production. 

The true policy of public revenue is based upon the duty 
of the state to take as public income whatever portion of the 
surplus is not already allocated to the stimulation of efficiency 
of the individual factors of production, but is taken in rents, 
extra profits, or other ‘ unearned* income.”—J. A. Hobson 
“ The Industrial System,” Preface, chap, iv., chap. xiv. (1909).* 

H. €. Adams. 

" Public Revenue. 

(t 1. Direct, {a) Public Domains. 

(b) Public Industries. 

(c) Gratuities or Gifts, or Treasure Trove. 

(d) Confiscations and Indemnities. 

u 2. Derivative, (a) Taxes. 

(b) Fees. 

(c) Assessment. 

(d) Fines and Penalties. 

“ 3. Anticipatory, (a) Sale of Bonds or other forms of Com¬ 
mercial Credit. 

(b) Treasury Notes.” 

—" The Science of Finance,” II. 37. 

“ Marks of a Good Revenue System. . . . The most important 
of these are as follows: 

“ First. A good revenue system must be adequate to the 
just wants of the State. . . . 

“ Second. The second mark of a good revenue organisation 
is that the financial policy of a State presents itself as a system 
and not as an aggregation of independent and unrelated acts. . . . 

“ Third. ... To speak specifically, the third mark of a 
good revenue system is harmony and balance between the 
central and local governments themselves, and between the 
several organs of local government.”—-Prof. H. C. Adams, 
" The Science of Finance,” II. 39 (1909). 

Wicksteed. 

“ There is a fairly general consensus that taxation is justified 
when it secures objects which the great majority of the nation 
considers extremely important, and which they believe would 
not be done at all, or would not be done adequately, if they 
were not done collectively. The maintenance of the army and 
navy, and of the police force, and the law courts, are usually 



DEVELOPMENT OF IDEAS ABOUT TAXATION. 147 


cited as instances in point. It is generally believed that all 
these things are necessary to secure civilised life, and that, if 
their institution and maintenance had to depend on voluntary 
effort and combination, uncertainty as to the action of others 
would paralyse each man's efforts, so that nothing effective 
would be accomplished. These postulates are not granted 
by every one, and amongst those who grant them acute divisions 
of opinion may remain as to the extent to which provision should 
be carried, the amount of taxation which it justifies, and the 
persons from whom the taxes should be raised. As to this 
last point, again, it seems easy to lay down a general principle, 
but impossible to determine its application except by the judg¬ 
ment of those who apply it. The principle is that the purposes 
from which the resources are deflected should be as. little significant 
or important as possible. [The italics are not in the original.] 
If any one thinks that the use of great wealth is usually con¬ 
siderate, enlightened and large-hearted, the use of moderate 
wealth generally sordid, and the use of small wealth vicious, 
his conception of the suitable sources of national revenue will 
be very different from that of the man who thinks that the pence 
of the poor usually minister to vital needs of extreme urgency, 
those of the middle classes to honourable ambitions and human 
comforts, and those of the wealthy to idle display and dissipation. 
The man who declines to accept either of these generalisations 
may regard the problem as a highly complex one, and may not 
be prepared with any general receipt for the application of the 
accepted principle. Or he may say that he does not trouble 
himself about the value of the satisfactions of this class or that; 
but he sees that some people get a great deal of what they want, 
such as it is, and others only a very little, and he would like to 
give them more even shares. This is merely the application 
of the general principle that the psychic significance of wealth 
declines as wealth increases. It is not scientifically capable of 
proof, but it derives strong support from common sense. 

“ But it may, in any case, be safely asserted that to the extent 
to which democratic sentiment, or an effectively democratic 
constitution, dominates the action of a community, the more 
even distribution of wealth will be thought of as a thing to be 
desired ; and there will, therefore, be a tendency to throw taxa¬ 
tion upon wealth, qualified by the fear of checking the productive 
energies of the community; and a tendency to relieve the 
relatively poor from taxation, checked only by the feeling that 
all who have a share in controlling the public expenditure^ should 
have something directly to lose by its unwise application.”— 
P. H. Wicksteed, “ The Common Sense of Political Economy, 
III. ii. (1910). 
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/ 

/Altmann. ... • 

Dr. Altmann arranges the lour rules of Adam Smith, 

modern tax-terminology, thus— 

1. The furtherance of Taxation according to Ability , 

is proper assessment. 

' 2. The furtherance of legal exactitude; 

3. Convenience and 

4, Small costs of collection. _ ,, TT r fioiol 

4 _Dr. Altmann, “ Fmanzwissenschaft, HI. - H 9 10 )- 

He then arranges the principles of taxation thus— 

1. Political-financial principles. 

2. Economic principles. 

la) Tax sources. 

lb) The problem of Assessment, or Shiftily 
3 Ethical Principles, or Principles of Equi y. 

' la) Generality of Taxation. 

(b) Measure and Proportion of Taxes. ^ ^ ^ j (igIo) _ 

Chapman. 

“ Besides the principle of equity, other principles of taxation 

may B be laid down. On these some eomments are made 

“ The Principle of economy, as it might be calle , _ , 

rifled principle which declares that, other things being equal, 
sided principle cost 0 f-; collection of which 

is Sail M proportion to tli proceeds, and (2) the loss occasioned 
hv which to the country is small in proportion to the proceeds. 
ffiST-ilte of Political Economy," chap. 

xxxii. 1911. 

Taussig. 

“ The first question of principle in taxation has to do, there¬ 
fore with the mode of apportionment. In what manner det r- 
mine how much the individual shall contribute towards paying 
Se varbus public services rendered gratuitously? Shall he 
pay simply in proportion to his income, or more than in pro- 

P °«The ? conservative opinions maintaining the principle of 
propcetionjs very simple P It proves to can »P°» 
to pay in proportion to his income and so leavefte rdatr n 
between different incomes undisturbed. . . . The essential 
S2 for this view is that the existing distribution of wealth 

^solSiatSSent'yi™, hut one leading to the same 
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result, is that the existing distribution of property and income 
should not be disturbed by taxation. If it is to be disturbed, 
let other machinery for doing so be adopted. . . . 

“ Still another ‘ financial ’ principle of taxation may be noted; 
one that perhaps should be called the cynical principle. Accord¬ 
ing to this, the essential task for the legislator is to get the revenue 
in such a way as to cause the minimum of vexation and opposi¬ 
tion. . . . The very great part which indirect taxes on com¬ 
modities play in the finances of all modern countries is explicable 
chiefly on this ground.”—F. W. Taussig, “ Principles of Econo¬ 
mics,” Vol. II., Bk. viii., chap. 66, § 2 (1911). 

John Orr. 

“ In matters of taxation the latter [i.e., politicians] frequently 
pass to the moral world for a principle on which to levy taxes. 
They introduce the test of fairness, and this misapplication of 
a moral standard to an economic subject leads to arbitrary 
impositions which conform with no principle. They make taxa¬ 
tion an instrument to discourage certain indulgences. ... 

“ Taxation according to moral laws is_ like chemical experi¬ 
ments according to moral laws, and the justification of science 
is that it makes such confusion impossible.”—John Orr, M.A., 
“ Taxation of Land Values,” pp. 98-99 (1912). 

“ The economic rent or gross value of any piece of land, taken 
now partly by government in the form of taxes, and partly by 
landowners in the form of rent, is the value of public services 
which assist the occupier to produce wealth, plus the value of 
public services which provide him with a market for his pro¬ 
duce.”— Ibid. p. 58- 

" A man’s ' ability to pay ’ in the only honest interpretation 
of that phrase is measured by that part of the total earnings 
in his possession which is produced by the community, provided 
he is using the land in the normal or proper manner. . . . The 
taxing authorities should have no fear; they should trust to 
economic laws to bring out an equal result. There is no more 
just and inexorable measure of men’s ability to pay than the 
value of land. No one can escape from it.”— Ibid. p. 66. 



CHAPTER III. ' 

The First Principle of Taxation. 

I. 

It cannot be said that we can trace, in the review of 
opinions taken in the last chapter, any decided movement 
to one discernible point. In the case of the definitions 
there was not only an observable trend, but, for tax 
and “ steuer ” (we here omit “ impot ”), there was a definite 
arrival at a common goal. Moreover, the movement 
quickened, and the aim became general, the goal a common 
one, towards the end, the most significant part of the 
traverse. 

But had Chapter I of this book been written early in the 
nineteenth, instead of early in the twentieth century, there 
would not have appeared the same converging movement 
upon a commonly accepted definition. The bulk of the 
authorities would have proved, were a count taken, favour¬ 
able rather to the view that a tax was a payment for the 
governmental service of protection, rather than for any 
alternative view. Sidgwick’s definition, given in 1883, is 
the earliest of those we have cited that outlines a correct 
definition of a tax,—correct in the sense that it will reason¬ 
ably satisfy the modern economist. The middle of the 
nineteenth century saw us without an exact idea of the 
nature of a tax, and it was not until near the end of the 
century that we arrived at a generally accepted and 
standardized definition. 

It does not follow that we should be in .the same position, 
in point of time, with regard to the fundamental principle 
of taxation, as we are with regard to the correct conception 
of a tax. .It is at least likely that the correct definition 
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should precede the correct principle; the principle being 
correlated to the definition, if not actually deduced from it. 
Quite possibly, then, we are in the preliminary stages of a 
settlement as to the basic principle of taxation. That all 
principles and rules of taxation have not equal weight, we 
are all agieed, and further, that there is some real order of 
precedence. What is that order and, above all, what prin¬ 
ciple should stand dominatingly first in that order, we are 
not agreed. I here arc about half a dozen differing expres¬ 
sions of belief as to what should constitute the first principle 
of taxation , and that is a state of affairs that leaves us free 
to conduct a fresh inquiry. 

Here is a rough classification : 


1. Equity (Prof. Chapman, Dr. Armitage-Smith). 

tea. Equity, translated to mean Progressive or Graduated 
I axation (Seligman, Cohn ; and a long list of writers, 
reaching back through Montesquieu to Pollux, as 
we have seen). 

lb. Equity, translated to mean Proportional Taxation 
(Colson, Stourm, Leroy-Boil can. Walker, Poueanl 
ct Jeze; together with the bulk of the classical 
economists of the early nineteenth century) 

2. Economy (Henry George, Hobson, H, -baffle (not very 

definitely), Wicksteed, and perhaps Wagner). 

1-2. Equity and Economy as a double First Principle 
(Prof. Cannan), 

2a. Minimum Sacrifice (Prof. Edgeworth, Prof. Carver) 

3- Certainty (Prof. Hadley). 

4. Productivity (Prof. Bastable). 

5. Uniformity and Generality (Nitti, Conrad). 

On a show of hands, it seems as if Equity would have it ■ 
and a second vote, as between Progression and Proportiona- 
hsm, would as certainly go in favour of Progression as a. 
century ago it would have gone for Proportionalism. Yet 
while we were content to accept the goal marked out 
by the observable trend in definitions, we do not propose 
to accept as a finding, that Equity, translated into a 
progressive^ scale, should stand as the first principle of 
taxation. This is not to reject Progression. That, as 
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opposed to Proportionalism, we accept; not, however, as 
a first principle of taxation, but as complementary to, 
and indeed partly derivative from, what we are to lay 
down as the first principle of taxation—the principle of 
Economy. 

In a view of the whole series of quotations, the persistence 
of the idea of Equity or Justice strikes our attention first. 
Now Justice is not an economic idea at all, but an ethical or 
political conception. It belongs to Political Economy, but 
it does not, strictly speaking, belong to modern Economics. 
The explorer of the regions of economic theory cannot indeed 
but come into contact with it, but in his domain it is an 
outgrowth from the neighbouring regions of ethics and 
politics. As a man, he is interested in it; as an inquirer 
into a branch of sociology, he must reckon with it, for it 
affects the forces with which he deals; but as an economist, 
he is not directly concerned with it. 

Secondly, and following from the first point, it is to be 
noted that economic maxims and political maxims are put 
together in one bundle, and that in few cases is any line of 
separation indicated. Thirdly, and still keeping touch with 
what has just been said, we may notice the curious arrest 
of development in the theory from the time of the issue of 
" The Wealth of Nations.” The maxims of Adam Smith, 
with or without some criticism or modification, are still 
offered, and in the main, as he put them. 

Now, if we are to follow out the line of thought already 
sketched in this work, we must separate pure taxes from 
quasi-taxes, taxes from profits, and consider more parti¬ 
cularly what principles are to govern in respect of pure taxes, 
and what in respect of profits. Further, if we are to deal 
with economic, ethical, and political questions, we must 
keep these questions distinct in forming our theories, or 
we may quite logically be led to consider the advisability 
of killing off inefiicients whilst considering an improved 
poor law designed to offer further protection to inefficients. 
Economically, we should gain by destroying a number of 
inefficients: ethically, we think we should lose through the 
reaction of evil moral effects. Both these ideas may be 
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right, but if by confusion of thought we argue about them 
on a basis of mixed economic and ethical principles, we are 
likely to arrive at confusing or quite vicious results. 

That the maxims of Adam Smith refer partly to taxation 
(lust maxim) and partly to tax-systems (following maxims) 
has indeed often been pointed out (see, for example,Bastable's 
Finance,” III. vii. § 3). But in the reconstruction 
that follows criticism, economic and political and ethical 
ideas usually appear still mingled. 

R will be useful to cite the maxims, canons, or principles 
that have so far been stated. 

1. Equality (A. Smith, and others). 

2. Proportionality (Walker, Boucard et Jeze, and others). 

3. Certainty (A. Smith, Hadley, Beaumont, and others). 

4. Economy (A. Smith, Caiman, Schaffle, and others). 

5. Convenience (A. Smith and others). 

6. Productivity (Prof. Bastable puts this first of all). 

7. Justice or Equity (A. Smith, and practically every- 

body, in one form or other.) 

8. Generality (Nitti, Conrad, and others). 

9. Consistency (Beaumont, Karnes, Burke, and others) 
zo& Elasticity (Bastable, Wagner). 

"Ii. Unity (Physiocrats, Henry George, Locke). 

12. Diffusion (Arthur Young). 

13. Exemption of Minimum (Bentham, J. S. Mill). 

14. Relation to Franchise (" Representation without Taxa¬ 

tion,” as converse of “ Taxation without Representa¬ 
tion”). 

15. Graduation (Montesquieu, Say, Seligman, and others) 

10. Minimum Sacrifice (Edgeworth, Carver) 

17. Faculty or Ability (Beaumont, Karnes,’ " Rights of 
Man,” etc.). 

I he list is not complete, and of course there are over¬ 
lappings, but it shows how wide a net may be thrown, if all 
the possible things that weigh with statesmen, with tax¬ 
payers, with officials and with economists, are to be con- 

S i 1 - < L ere< *' ^ 0r ^ as any wr * ter claimed equivalence for the 
different principles he lays down. Thus Adam Smith puts 
certainty before equity— 
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“ The certainty of what each individual ought to pay is, in 
taxation, a matter of so great importance, that a very considerable 
degree of inequality, it appears, I believe, from the experience 
of all nations, is not so great an evil as a very small degree of 
uncertainty.”—" Wealth of Nations,” V. ii. Preliminary section. 

Professor Bastable puts Productivity first, and sets the 
other principles in a descending scale. His arrangement 
springs from taking the financial point of view. He says— 

“ The true point of view for understanding these maxims (A. 
Smith’s) is to regard them not as economic, ethical, or consti¬ 
tutional, but as essentially financial; they therefore rightly 
combine the different elements that must enter into problems 
connected with that subject.”—" Public balance, III. vii. § 3 > 
3rd edition. 

His order consequently is: (1) Productivity, (2) Economy, 
(3) Just distribution (" which we may further explain by 
the interpretation that it should be measured by the com¬ 
parative abilities of the contributors, and this again may be 
taken in general to mean 'taxation in proportion to income’ ”) 
{supra, § 5). In an earlier chapter he says— 

“The intermediate method of taxation in proportion to 
income is on the whole the best standard for regulation. Its 
true foundation needs to be carefully appreciated. It cannot 
claim to be a realisation of exact distributive justice; fi is 
rather to be accepted as a convenient and fairly definite working 
rule of finance, or at the utmost as supplying a measure of what 
may be called the objective side of ability.”—III. 111. § 13- 

There seems to be a suggestion here that a taxpayer may 
be “ subjectively ” able to pay more than he is able “ objec¬ 
tively ” to pay, for the passage comes after an inquiry into 
graduated taxes; but the point is not further explained. 
There follow (4) Elasticity, (5) Certainty (“ now requiring 
less emphasis”), (6) Stability or Convenience. This grada¬ 
tion is emphasized in a final paragraph, dealing with “ a 
probability of conflict between the several canons. ’ ’ Plow is 
this to be met ? ” 

" The plain answer is, By the surrender of the less important 
rule. The successful administration of the State is the final 
object, and therefore convenience, or even equity, may have 
to yield to productiveness.”— III. vii. § 6. 
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There are difficulties of interpretation, as well as those of 
gradation. Professor Nicholson cites and discusses no less 
than ten modifications or interpretations of the maxim 
of Equality: namely, (1) A Free Minimum Income ; (2) 
Equality of Sacrifice and Progressive Taxation ; (3) Sacrifice 
and the Sources of Income ; (4,5,6) Faculty with 
Nos. 1, 2, 3 ; (7) Faculty and Savings; (8) Benefit Theory; 
(9) Social Function of Taxation; (10) Formal Justice. 

Were we concerned only with fixing the practical, funda¬ 
mental maxim of taxation, we should only need to cite 
Professor Bastable’s graded table. Certainly a tax, or a 
system of taxes, fails of its main objective if it is not suffi¬ 
ciently productive. However just, however economical, 
however convenient to State or individual a tax-system may 
be, it will recommend itself little to any Chancellor of the 
Exchequer if it does not bring in the amounts required. 
Where the maxims of taxation are set out in one general 
list, involving the standards of politics, ethics and economics 
indiscriminately, the maxim of Productivity must hold the 
first place. In times of stress, a Minister will not be too 
nice. “The State must live,” will be his doctrine, and 
when juster taxes fail, he must fall bade on some less just; 
when taxes " convenient ” to the payers bring in ten millions 
he will not boggle over the adoption of inconvenient sub¬ 
stitutes that will bring in twenty millions. 

But Productivity is not a fertile idea: nothing further 
is deducible from it. An enthusiast for Justice might make 
out some sort of case to show that a just system of taxation 
would if its nature be convenient, or economical. Enthu¬ 
siasts for Diffusion or Certainty have indeed maintained that 
other excellent things follow in the wake of tlie.se doctrines, 
and of logical necessity. But it would be difficult to make 
out a case to show that anything but productiveness could 
be postulated of Productivity. A very productive tax may 
as easily be inequitable, uneconomical, arbitrarily uncertain, 
inelastic, and inconvenient, as it may be the reverse. Very 
productive taxes are with difficulty brought under the other 
rules that have been laid down. ' A fundamental principle 
from which other generally acknowledged principles could 
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but wheat will do well enough. I can’t think of any other 
fields that will suit as well. Twelve Acres and Offlands 
will grow a thousand bushels without very much ploughing 
or much manure, even in a poor season. They will do.” 
The farmer, in fact, is guided by the principle of Economy. 
He is set his task by Productivity, but he gets no guidance 
from it. 

By another figure. Professor Cannan expresses the 
barrenness of Productivity as a principle of Taxation. In 
a note on the subject he says. “ It does not seem to me 
to mean anything at all more than saying that in feeding 
yourself the first thing to consider is the feeding properties 
of the food.” And with that we may leave the principle of 
Productivity in taxation. 

There is more than would appear from our quotations in 
support of the view of the dominance of economy as a prin¬ 
ciple of taxation, to be traced in these writers. In the first 
place it must be remembered that the word “ economy ” 
has generally been used in a narrow sense in this connection, 
as implying only cheapness of collection, or something not 
very much wider. It is not the word, but the thing behind 
the word, that is important. If we were to traverse the 
field over again, marking the passages in these and other 
writers that dwelt upon the great importance of not crippling 
industry, of not checking production, we should find a very 
notable list of writers who have given Economy (in our 
sense) a very important place in the rules of taxation. 

In the second place, our list was necessarily made of the 
passages where the writer's were consciously setting forth 
the principles of taxation, and very often'they did not 
express under that head the sense they evinced in other 
places of the importance of Economy—under whatever 
language they expressed it. The folly of killing the goose 
that laid the golden eggs has often been pointed out, though 
there has not always been certainty as to the identity of the 
goose, or the acts that amounted to killing. 

We do not propose to undertake the tedium of another 
compilation. Something can be gathered from an examina¬ 
tion of the quotations given in Chapter II, if the idea, rather 
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than the term “ Economy/' is held in view. Thus Held's 
third rule, the essence of Parnell's principle, and a great 
deal of the whole four rules of Sismondi, are expressions of 
the importance of the principle of economy ; and these are 
but a few examples. 

The support that comes from a consideration of the 
conclusions of political and economic thinkers, in favour of 
the argument here sustained for economy is thus far greater 
than at first appears. Had we made our choice of passages 
chiefly with a view to bringing out this fact, we might indeed 
have increased very considerably the amount of help that 
the argument from authority would give. This we have not 
done, but have made selection of those passages where the 
writer was laying down rules, or expressing opinions that 
indicate the rules he would be likely to favour. If this 
limitation be borne in mind together with the variant 
renderings by which the principle of economy, in part or 
whole, can be expressed, it will be found that a trend towards 
establishing the primacy and the clearer expression of the 
principle of economy may indeed be traced in the review 
we made in the last chapter : not a clear, obvious, or con¬ 
tinuous trend indeed, but one quite traceable. The idea 
of economy was often in the minds of those who put forward 
the theory of “ taxation according to ability to pay," which 
as we have seen is very old ; for the arguments given in its 
favour refer to the effect upon wealth as well as to notions 
of equity. 

The varying fortunes of the principle of progression, 
especially in relation to the principle of proportionality, 
suggest a relation to political and economic changes. Gradu¬ 
ated schemes of taxation are evidently ancient. Professor 
Seligman has written the history of their fortunes in “ Pro¬ 
gressive Taxation." 

The laws of Solon as given in the quotation from Pollux, 
and the Confucian doctrine as given in Dr. Chen Huan- 
Chang's work, present the idea of progression as one of the 
earliest in the theory of taxation. But in the period that 
saw heavy taxation of the poor, often accompanied by 
exemptions for the wealthy, it was a reform to get taxes 
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levied proportionally upon all. Later, when individualist 
ideas were dominant, proportionalism became a doctrine. 
Then the idea of progression, in modern times, came to the 
front again, supported sometimes on grounds of equity, 
sometimes on grounds of economy, but making its case good 
chiefly on the latter basis, often indeed as against the claim 
of equity as represented by proportionalism. 

Whatever the phrasing used, the argument of economy 
has become the most effective of all arguments in discussions 
about taxes. Men are not indeed less quick to feel injustice, 
nor less eager in desiring justice, than they were in other 
ages : but an age of growing social consciousness has followed 
upon an age of individualism, and the test that is applied 
and accepted is a test as to the economic effects on the com¬ 
munity. In fine, this and other changes that may be 
traced in the passages quoted in Chapter II. are only pro¬ 
perly to be followed in relation to the historic changes that 
accompanied them, the economic as well as the political 
changes. 

The idea that one principle of taxation maybe traced and 
stated, which shall be so fundamental that the other prin¬ 
ciples may all be related to it, if not even deducible from it, 
has been touched upon before—perhaps many times. 
Thorold Rogers accepts Adam Smith’s first maxim very 
much in this sense. Speaking of the four maxims, he says— 

“ It is plain that the division is not strictly logical, that the 
first of these rules is the most important, and that it virtually 
contains all the others. An uncertain or arbitrary tax is unequal. 
So is an inconvenient tax. A tax which wastes more than it 
gathers must affect particular persons, i.e. be partial in its 
operation, for were all taxation of this kind, the ends for which 
a government imposes and levies a tax would remain unfulfilled.” 
—“ Political Economy,” XXI. 

Such an inquiry might be begun with a first selection of 
possible major principles from all that have been suggested, 
either by noting such as have been generally marked out as 
the more important, or by a process of elimination, where 
principles recognised as of minor importance are one by one 
struck out. Either method will make us quickly aware of 
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the repetition and overlapping, the partial or debatable 
identity of some of the terms—justice, equity and equality for 
example. This difficulty might be met by grouping the 

whole of the terms under two or three more general heads_ 

which may themselves be already among the terms. This 
should be a right method, for it is just this greater generality, 
this comprehensiveness, that we are seeking. We suggest 
that the principles of taxation that have been offered may 

be put into two groups—ideas about equity, and ideas about 
economy. 

I. Ideas about Equity .—Under this head will come most 
of what has been expressed by maxims concerning Equality, 
Progression, Proportionateness, Certainty, Convenience! 
Generality, Graduation, Unity, Diffusion, Minimum Sacri¬ 
fice, Faculty, Exemption of Minimum Income—in so far 
as these are applied to the payers of taxes, and, in a less 
degree to the receiver, the State. 

This makes a wide sweep, and it takes in much that does 
not lie entirely included in the idea of equity. Yet if all 
that is implied by that idea be removed from each of these 
formulae m turn, there is not enough remaining to furnish 
even a moderately strong case for excluding any of them 
from this general heading. Most of the terms are more exact 
descriptions of what is to be held to constitute equity— 
that equity is secured if taxes be levied in proportion to 
income or possessions, or progressively, or upon rents only, 
or so as to touch the whole community, or so as to ensure 
a minimum of hardship, or equally-felt hardships; that 
it cannot be secured if taxes are uncertain, or fluctuating 
violently, or levied in inconvenient ways at inconvenient 
times To secure equity is one of the great aims of inquirers 
mto the nature of taxes; they express in maxims and 
principles how they think the aim is best to be attained. 

11. Ideas about Economy.—-Here come such phrases as 
Cost of Collection, Productiveness, Elasticity, Payment 
out of Income, Prevention of Smuggling. 

These two groups—whatever smaller disputes might 
arise as to whether they cover exactly what we have put 
mto them-suggest the idea of two principles only. To 
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these principles, Equity and Economy, Professor Cannan 
has already reduced the various groups, ranging from Adam 
Smith’s famous four to Wagner’s nine and Garnier’s sixteen. 
If any further simplification is advisable, it would seem as if 
the group under Equity, already so large, might swallow 
up the smaller group. But that would be to ignore Taxation 
as a subject for the economist, and to view it entirely from 
the standpoint of the moral philosopher, the jurist, and to 
some extent the politician. An arrangement that would 
drive us to view the subject of Taxation as one outside the 
sphere of economics would reverse the movement which 
has changed “ Political Economy ” to “ Economics ” ; 
and it would be impossible, even if it were desirable, for 
the economist to ignore a subject so directly affecting ques¬ 
tions of production and distribution, as does the whole sub¬ 
ject of Taxation. We come, then, to the question, can 
Economy as a principle of Taxation suffice for the purposes 
of the economist ? It is suggested here that it can. 

Before we enter upon any examination of this suggestion, 
some consideration of the idea of Justice or of Equity will 
be advisable. We take Justice to imply conformity to a 
code, and Equity, conformity to a more general code. 
People say, such a thing may be legal, but it is hardly just; 
and again, such a thing may represent strict justice, but it 
is inequitable. In both cases we refer to a wider and a 
presumably higher code ; in all cases there are codes of refer¬ 
ence—statutes, common law, “ unwritten law,” Holy Writ* 
a Torah, a Koran. If any definiteness is to be given to the 
principle of Equity in Taxation, a code of some sort must 
be postulated. Thus Professor Cannan explains that by 
Equity we must understand what is generally admitted as 
equitable at the time and in the place concerned: that is, 
we must assume and accept the prevailing code. As Pro¬ 
fessor Cannan has brought into prominence the simpler 
maxims of Equity and Economy, as substitutes for the 
variants upon Adam Smith’s maxims, it is worth while to 
consider the definitions of Equity and of Economy that he 
has accepted. “Equity,” he says, “must be what is 
regarded as such by the mass of the people. Inequity of 
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any kind will cause immediate suffering.” To this he adds : 
“ ] think we are outgrowing Equity—the childish claim for 
a fair division. At another time, speaking of Equity 
under the term Justice, he says, " As for Justice, the idea 
is rather barbarous, and we are outgrowing it.” In the 
second edition of his " History of Local Rates in England ” 
the precedence is definitely stated : " But of the two prin¬ 
ciples, Equity and Economy, Equity is ultimately the 
weaker ” (chap. viii. p. 173). From this point we might 
begin an inquiry into the sufficiency of the principle of 
Economy in taxation. First, however, let it clearly be said 
that the field lies open for demonstrating that there are 
four, or two, or sixteen principles or maxims of taxation 
as for demonstrating that there are two, or that there is 
but one. Only, it appears from an examination of the series 
of attempts that have been made at expressing the final 
piinciples of taxation, that not more than two, equity and 
economy, persist and gain in prominence. 

There should be, at the least, a great likelihood of some 
parallel between the definition of a tax and the first principle 
of a tax; some similarity in the slow settling process. 
Taxes come into the human scheme, in the usual human 
unorderly manner. They come in multiplying shapes; 

ey peisist. Meanwhile, we are busy, besides paying 
them,. m examining them, desirous of discovering their 
essential nature, and, next, the law of their nature These 
two things should not be diverse. 

Now the central fact about the definition at which we 

th r at / tax iS com P ulsor y; and we emphasised 
e element of force m taxes by contrasting them with 

prices. 

f . ° Ur n r Xt fTi 8 tentative ’ for ^ rests on three assump- 

tiul W Grante< ? tha . t We have correctl y described the essen¬ 
tial features of a tax, granted that of all the suggested 

maxims of taxation, only equity and economy are of prime 
importance, and granted that a parallel exists between the 

ask this° f n a r and r ltS Chief P rinci P lc > we may come to 

svJtem of t V6n that taXation is essentially a 
system of compulsory payments, what chief guiding rule 
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would an economist, starting from this conception, lay down 
as the basis of a theory of taxation : and more particularly, 
which of these two, economy or equity ? 

It must be noted that it is in the field of the economist 
that we are working. The statesman might be inclined to 
put productivity first, the administrator, convenience. 
According to the aim, so is the precept chosen. “ Revenue 
duties onimports,” says a modern writer (Dr. A. S. Johnson, 

“ Introduction to Economics,” 1909), “ are among the 
most convenient and popular forms of taxation, partly 
because the taxpayer does not realise how heavy the taxes 
are, and partly because of the common belief that such 
taxes are borne by the foreigners who export the goods ” 
(op. cit. p. 350). 

It is the economist that we are figuring as searching for 
the chief principle of taxation. We need not hesitate to 
say that he will pass by productivity (a heavy tax on water 
might be very productive), and convenience of payment 
(or of collection), and the convenient ignorance of the payers. 
These things he will by no means ignore : but they are not 
likely to present themselves to him as primary principles. 
As between equity and economy, we may indeed easily 
imagine him hesitating. These two we may more fully 
consider. 

There is to be met at once the possibility—already sug¬ 
gested—of an equal primacy of these two principles: and 
the play of forces in the working of actual tax-systems in 
fact suggests a constant balancing between the twn. To 
such an equivalence we must, in fact, recur, if inquiry 
fails to establish a case sufficiently strong to establish the 
primacy of one or the other. 

It has already been pointed out that equity is less a ques¬ 
tion of economics than of ethics. Against that it must be 
put that the whole question of taxation is one of politics, 
and when economics deals with political questions, then in so 
far as ethical considerations arise, they must be dealt with. 
Taxation is an affair of citizenship, and if the economist is 
going to deal with citizenship, he must not assume either 
an economic man (or nation), or be prepared to face the 
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immense difficulties of stating his case apart from such 
assumptions—that is, applying it to actual communities. 
None the less, the prime concern of the economist is not 
with ethics or politics, but with economics : and he will 
not accept an ethical or political principle before at least 
testing an economic one. 

There is a further difficulty that arises in regard to the 
question of equity—the divergence in transcriptions of the 
term. Equity has been explained as being equivalent to 
taxing land values only, to proportionality, and to unpro¬ 
portionality—graduation ; it has been translated as equality 
of burden, as equality of sacrifice, and as unchanged rela¬ 
tivity. This last is usually expressed in what has been 
called the " leave them as you find them ” doctrine, accord¬ 
ing to which equity is achieved if the taxpayers are relatively 
to each other after being taxed just as they were before the 
taxing. 

And even these terms are not without their own ambigui¬ 
ties. What, for example, is equitable graduation, and at 
what angle of steepness does a scale of graduated taxes 
become “ robbery and spoliation " ? How many pounds 
must a millionaire pay, for each penny that his coachman 
pays, before he bears an equal burden, or makes an equal 
sacrifice ? 

The mere difficulty of translating a principle into actual 
enactments and levies, however, does not indicate any 
weakness or falsity in the principle : and in fact neither 
the strength and great importance, nor the truth and great 
value of the principle of equity are here minimised. ‘ But 
it appears that the principle of equity is difficult to translate 
into terms for common acceptance, that it is less an economic 
than a political and ethical question, and that equity is 
difficult to measure, chiefly because men apply different 
codes of measurement to it. 

Austin devotes a chapter to the “ Different Meanings of 
Equity." 


Taken m its primary sense,” he says, (Lectures on Juris¬ 
prudence, \'oh II, Lecture XXXIII.) "equity, or {equity, is 
synonymous with universality. In which primary sense it was 
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applied to the jus gentium of the earlier Roman Law, because 
the jus gentium of the earlier Roman Law was cequum, or 
common, and not restricted or particular. The jus gentium 
to which it was applied being distinguished by comparative 
fairness, equity came to denote (in a secondary sense) impar¬ 
tiality /' 

He proceeds to give five senses in which the term is used, 
in this order— 

First: A species of interpretation <f by which the defect¬ 
ive but clear provisions of a statute are extended to a case 
which those provisions have omitted/'’ 

Secondly: Judicial impartiality. 

Thirdly: “ Frequently it signifies nothing more than 
the arbitrary pleasure of the judge, disguised with a name 
which imports praise, and which therefore is specious and 
captivating/' 

Fourthly: “ . . . the standard to which, in the opinion 
of the speaker, law should conform/' 

Fifthly : “ the performance of imperfect obligations." 

Of these five uses, it will be seen that the first supposes 
some standard already fixed. The second may be a like 
case of presupposition; or it may fall in with the third, 
fourth, and fifth cases, where the standard may vary with 
each individual. Equity, in short, implies a standard, 
external or internal, fixed or fluctuating: but apart from 
some implied standard, it has no meaning whatever. 

Concerning Justice, Austin in the same work (Lecture 
VI. Note on Hobbes' proposition that " no law can be 
unjust ”): 

“ For just or unjust, justice or injustice, is a term of relative 
and varying import. Whenever it is uttered with a determinate 
meaning, it is uttered with relation to a determinate law which 
the speaker assumes as a standard of comparison. This is hinted 
at by Locke . . .; and it is, indeed, so manifest, on a little 
sustained reflection, that it hardly needs the authority of that 
great and venerable name. By the epithet just , we mean that 
a given object, to which we apply the epithet, accords with a 
given law to which we refer it as a test. And as that which is 
just conforms to a determinate law, justice is the conformity 
of a given object to the same or a similar measure. . . . Though 



THE FIRST PRINCIPLE OF TAXATION. 167 

it signifies conformity or nonconformity to any determinate 
law, the term justice or injustice sometimes denotes emphatically, 
conformity or nonconformity to the ultimate measure or test; 
namely, the law of God. That is the meaning attached to 
justice, when law and justice are opposed : when a positive 
human rule is styled unjust. And when it is used with this 
meaning, justice is nearly equivalent to general utility . . . . 
And hence it arises that when we style an action just or unjust, 
we not uncommonly mean that it is generally useful or 
pernicious/’ 

Here again, as in the case of the word Equity, the fact 
emerges that apart from some standard, some " ultimate 
measure or test,” some code, there isno meaning in “ justice ” 
or “injustice.” Three possible standards are outlined in 
the passage quoted :— 

(a) Positive Law—a definite code previously constructed 

by men. 

(b) The Law of God, either as conceived in the hearts of 

men, or as expressed in words in a definite moral 
code. 

(c) Public Utility, as judged in the time and place where 

the action to be assessed as “ just ” or “ unjust ” 
is considered. 

There can be little question that of these three the last 
is the most proper to an economist. But what then must 
he mean by Public Utility, and wherewith shall this test 
be tested ? Public Utility, to him, must be tested in terms 
of goods, or of goods and services; of economic wants and 
their satisfactions ; of things made and used; of the Pro¬ 
duction, Exchange, Consumption and Distribution of 
wealth. And if he is inquiring of a tax, whether it conforms 
to the principle of justice, that is, in further rendering, to 
the principle of public utility, will not his first inquiry be 
whether it is wasteful in its action, whether it hinders pro¬ 
duction, misdirects consumption, obstructs exchange, alters 
distribution for the worse, or otherwise—in a word, whether 
it conforms to the principle'of Economy ? If then, by be¬ 
ginning with the principle of Justice, he is led along this 
path,, only to begin his actual test, as Economist, with the 
principle of Economy as his “ ultimate measure and test,” 
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why should he not take the simpler and directer road of 
beginning with the principle of Economy rather than with 
the principle of Equity or Justice ? 

If we turn from rigid legal definitions and conceptions to 
some wider and more human view of what is j ustice, we 
are by no means led to an opposite or very different conclu¬ 
sion. Shelley's famous definition, in the “ Essay on Christi¬ 
anity " is a true poet's definition of justice—not at all a 
definition of poetic justice. 

“ This, and no other, is justice. To consider, under all the 
circumstances and consequences of a particular case, how the 
greatest quantity and purest quality of happiness will ensue from 
any action, is to be just, and there is no other justice. The 
distinction between justice and mercy was first imagined in 
the courts of tyranny. Mankind receive every relaxation of 
their tyranny as a circumstance of grace or favour." 

(The semicolon and the “and" inserted after “ action " 
by the editors of Shcljey are here omitted.) 

This is no narrow legal definition, but rather anti-legal, 
and wide enough to include the idea of mercy. How will 
it read, if the economist paraphrases it into his own terms, 
taking just such applications of its general bearing as are 
appropriate to his case ? 

“ This, and no other, is justice. To consider, under all the 
circumstances and consequences of each social or political act, 
how the greatest quantity and purest quality of satisfactions of 
wants will ensue from it, is to be just, and there is no other 
justice." 

But, in his own language, the economist is in the habit 
Of calling this “economy," and not “justice," We deal 
with words chiefly to get at the things behind the words, 
and the thing here, on the economic plane—the essential 
thing that matters, is the satisfaction of wants, the produc¬ 
tion, distribution, and consumption of utilities. 

It would seem, unless our reasoning has been quite wrong, 
that Economy must take precedence of Justice in the matter 
of taxation, because it is the more vital thing, and because 
it is the higher and the bigger conception. 
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II. 

We are constantly inclined to accept traditional standards 
without question, and the more fair-seeming they are, the 
more unquestioningly we accept them, despite the reminders 
we so often give each other—“ All that glisters is not 
gold,” “Appearances are deceitful,” and so forth. And 
among other things, we accept too readily, too unquestion¬ 
ingly, the idea of Justice. It may indeed be assumed 
that the idea of Justice is among the highest and noblest 
of human ideas; that it may be applied to all human 
relationships ; that the application is equally fit and equally 
appropriate in all cases. But the assumption may be 
challenged. Consider one application, one that covers a 
wide field in the domain of economics. By what scale or 
standard, at best, should we regulate payments ? Should 
men be paid according to work done (however the work 
may be measured), or should they be paid in accordance 
with their needs, irrespective of the actual work done, 
though quite possibly with an eye to the effects upon work 
to be done ? The principle of Justice, in itself, and in its 
usual application, would suggest “equal pay for equal 
work ” rather than payment according to need. Yet if 
we would make more possible the highest rate of production, 
if we would strive for the most generally satisfactory scheme 
of distribution, if, in brief, we would be advised by the 
best thought of modern economics, we should choose rather 
a system of payment according to need 1 ; and in choosing 
it, we should be guided, not by the principle of justice, 
but rather by Sir Philip Sidney’s dictum, “ Thy need is 
greater than mine,” translated from the moral to the econo¬ 
mic sphere ; by the family law that gives food first, not to 
those who have laboured most, but to those weak or sickly 
ones that have not laboured at all—by the principle, not 
of justice, but of economy. As in the sphere of morals 

1 " Nothing in economics is more certain than that the best distri¬ 
bution—the distribution which makes a given amount of produce 
go furthest—is distribution according to need.”-—Professor E. 
Cannaii, Economic Journal, September, 1908. 
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mercy stands higher than justice, so in the sphere of econo¬ 
mics, the principle that we have named Economy avails 
more than the principle that is called Justice. Should we 
deal out to individuals a little more justice, even though 
the community be benefited less, or should we rather with¬ 
hold that little more of justice, that the community may 
be benefited more ? The quantitative values of the ques¬ 
tion appear. Yet, broadly, it is certain that we are inclining 
more to the latter way. The claims of justice, from “ eye 
for eye and tooth for tooth ” doctrines to the milder modern 
readings, appear cruder to our eyes as the centuries pass, 
and the older Law makes way for newer Gospels—“ Justice " 
for “ Mercy,” “ Payment according to Services ” for “ Pay¬ 
ment according to Need.” This may be the wrong path, 
but it is the path we are treading, however slowly; and 
slow movements have sound human forces behind them. 
Of these two doctrines of taxation, Justice and Economy, 
Justice is not the higher, but the lower; not the more con¬ 
ducive to the effectual satisfaction of wants, but the less; 
not the surer guide to a more stable distribution, but the 
less sure ; not the nobler, but the savager. 

Let us keep clearly in mind what it is just now that we 
seek. We have concentrated our attention on two princi¬ 
ples of taxation that by general consent, open or implied, 
are of chief importance; and we are inquiring whether of 
these two one is dominant, when they are both viewed from 
a standpoint that is, on the whole, the standpoint of the 
economist. We have considered some of the bearings of 
the principle of equity. Let us turn now to the principle 
of economy. 

A tax being by nature a compulsory payment, not credit¬ 
ing the payer with any definite claim to proportionate 
benefits, what implications are there in the use of “ economy ” 
as a principle to a payment of such a nature ? We must 
take a wide reading of “ economy ” if we have any thought 
of adopting it as a prime principle of taxation: economy 
first of all to the community, next, to the individual, and 
finally, to the governing power. Of these, the first will 
call for general treatment. The other two are more special 





cases, except where they are dependent on the first. We 
will take the cases in reverse order. 

Economy from the point of view of the governing power 
will mean economy of administration, chiefly with reference 
to collection. It will call for a swift and simple means of 
obtaining such sums as may be needed, by some system 
elastic enough to respond to possible increases of demand 
without any considerable increase in the difficulties of 
obtaining the money required. It will call for a system 
that needs a minimum of the machinery of collection, that 
calls forth a minimum of remonstrance, resistance, and 
evasion, and keeps at a minimum the inevitable effect of 
every taxing—that it makes further taxing so much less 
possible. There are included here large portions of the 
maxims of convenience and elasticity, with some portion 
of the maxim of certainty. 

Economy in taxation from the point of view of the indi¬ 
vidual payer is not altogether to be separated from economy 
as affecting the community, or even the governing power. 
But there belongs to it the rule that if the State demands 
so much from ten million payers, then each one shall actually 
pay his one-ten-millionth, or whatever fraction is appor¬ 
tioned to him, and little or nothing more. An import duty 
of 7 francs the quintal of corn, says M. Charles Gide (" Princi- 
pes d’Economie Politique,” II. iv. vii., loth Ed.) will bring 
to the State 70 millions of francs, but the individual buyers 
of corn will pay 560 millions of francs more than they 
would have paid had there been no duty. Here the super- 
session of the principle of economy, as touching the indi¬ 
vidual payer, converts a tax payment to the State of 1 franc 
to a tax-payment to the State and others of 8 francs—the 
State taking only the 1 franc, and, let us say, a few centimes 
per franc for the cost of collection. 

Taxes will be " economical,” from the standpoint of the 
individual, if they leave untouched his working capital, 
his health and efficiency—items of income, the pounds or 
pence that are spent in making him more efficient; if, 
further, the taxes are collected at what time, in what manner, 
and at what place is most convenient to him, and if he 
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may reckon, with sufficient certainty, the amounts that 
will he required of him for some time ahead. 

But economy to the community will include the economies 
secured to the individual payers. It will chiefly express 
itself in securing that the productive powers of the com¬ 
munity are left unimpaired, and that any tendency to an 
increase of the powers of production is, if checked at all, 
then checked as little as may be. Good taxes, that is, will 
take from the community, since take they must, what the 
community can best spare. If it be urged that the taxes 
taken from the community are yet taken by the community 
and for it, then we must repeat that in so far as some equiva¬ 
lence of return is to be reckoned on, it is prices or quasi¬ 
taxes that are in question. We deal now with pure taxes, 
that have no reckonabie counter-payments. The pure 
tax is to be considered in relation to the principle of taxa¬ 
tion, and it is of taxes that are taxes and no more that we 
must now concern ourselves. 

We propose to continue the argument by an analogy, 
and we will leave aside for a moment, both the claim 
that all argument is by analogy, and the oft-repeated warn¬ 
ings against the danger of argument by analogy. When 
we have set out our parable, we may then consider how 
far its findings may with safety be applied. 

We take the case of an overlord who is levying a man- 
tax--that is, raising a force of infantry for war. He demands 
of a husbandman one of his sons, and after the preliminary 
grumble (silent or expressed) which the vassal, like the 
modern income-tax payer, holds to be the natural pre¬ 
requisite to taxpaying, the third son Harold, is offered. 

" Take Harold,” says the vassal, “ he will be as useful 
to you as any other, and I can spare him best. He will fill 
out a buff-jerkin, wave a billhook, shout, stand or march 
as well as another. He will make one of a line to hack and 
be hacked as prettily as most. If you were to take Edmund, 
now, I should lose my right hand, and you would be no 
better off, for he would be no more useful to you, either 
alive before the battle, or dead after it, than Harold. The 
gain of him or the loss of him would be much the same to 
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you as the gain or loss of Harold. Not so to me—nor to 
the farm, nor to you, my lord, when the time came to pay 
your dues. Take Harold and leave Edmund, and I can 
pay you as much corn, perchance, as ever. Take Edmund 
and your dues next year will bite us harder, and perchance 
you will see us pressed so that dues must be lessened, or the 
ground be worse tended. I will not ask you to take Oscar 
either. True, he is little use to me yet, for he is young. 
But for that also would he be of little use to you. He stands 
for the bigger crops of later years, and for your dues from 
them. Have an eye to those years, my lord, and do not 
waste them in advance by taking Oscar now. Little is 
the benefit you will get from him this summer, if you take 
him to battle, and he is slain, or crippled, or kept too long 
from learning good husbandry; and much is the loss that 
his spoiling will secure for you in other years. Then take 
Harold, my lord. That will be wise, and good husbandry, 
and more convenient to us both. It will be a thing 0! 
more justice to me, and to the land, and to yourself: for 
it will be good economy in all ways.” 

The overlord, since we have supposed him tolerant enough 
to listen to this long speech, may perhaps be pictured as 
explaining to Ms vassal that he must not forget that pro¬ 
tection, law and order, were given in return for such levies 
as this, and further, that the levy was justly made, at the 
rate of one man from each family, or from each hundred- 
acre holding, or according to some fixed standard, "in 
which the vassal may be allowed to reply. 

“ I know you levy justly, my lord, as between vassil 
and vassal. That is no doubt of some comfort to me. 
Yet my loss is no less a loss because my neighbour is in no 
easier a case. The chief thing is, I am to lose a son. What 
if my neighbour also loses one—what even if hr loses two ? 
My loss remains. As for your protection, and the law and 
order you administer for us, lord, what you say no douht 
is true. But do I get more protection am! more order 
now that I give more ? If you come next year and levy 
two sons, shall I have twice as much protection as this 
year? It does not work so. How much or little ! pay 
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y^ou does not settle how much or little protection I shall 
have. For ten years I did not pay you in sons, and yet 1 
had as much protection as I am like to have this year. Yet 
how much or little I pay does very straitly settle how 
much or little I am hurt. Here is something to measure 
your levy, lord, and by this I measure it. Take your levy, 
lord, so that the land and those that farm it are least hurt.” 

We take this to be sound sense, and we trust that the lord 
chose Harold, for the interest of lord, vassal and community 
would thereby best be served. And further, we think the 
case appropriate to modern conditions, except that the 
difficulty of choosing between Harold, Oscar, and Edmund 
becomes, to the modem State, the difficulty of choosing 
between one shilling and another, one trade or property and 
another. If the analogy has any force it drives straight to 
the idea of economy rather than to the idea of justice, as 
the dominant principle. We have represented the vassal 
as concerned primarily with the most economical way of 
paying a one-man tax, from the point of view, not only of 
himself, but of the lord. We have of course made him say 
the thing that fits the theory suggested; but that is not 
fatal to our argument if the thing said is the likeliest thing 
to be said, and if it lies close to the shrewdest and frankest 
thing a man in such case could say. Supporters of the doc¬ 
trine of Justice, or of any other doctrine, may paraphrase 
the vassal's speech, basing it on some other first principle. 
Should one such paraphrase be likelier, wider, truer to the 
facts of life, then whatever is here based on the speech as 
given will be struck out of the inquiry. For the present, 
we will assume the soundness of the case as we have put it. 


In acts of exchange, in purchases, the first consideration 
of the buyer is to get full money’s worth; of the seller, to 5 
get full price. It is these price-payers who take justice as ' 

the first principle for appeal. “ You do not offer a just 1 

price,” ” You do not give just measure,” are their plaints. i 
“ A fair bargain ” is the ideal openly accepted by both. A f 








175 


THE FIRST PRINCIPLE OF TAXATION. 

belief that the bargain is on the whole fair is necessary for 
the existence of future bargainings. It is for the price- 
element in taxes that the citizen chiefly (not entirely) 
demands justice-justice first of all. Is it not then likely, 
since he makes payments made of two elements—tax and 
price, since he asks for two principles to be considered- 
justice and economy, that as one claim, justice, is in the 
main for the one element, price, so the other, economy, may 
be chiefly for the second element, tax? We must not 
assume too much at this point, nor accept so apt a sym¬ 
metry because it is a symmetry. The formula is neat and 
exact— 


/Tax 

(Price 


/ Economy 
I Justice 


but its very neatness should make us cautious. Symmetry 
is suggestive rather than conclusive. 

We have alluded to the possibility of some connexion 
between the definition and the chief principle of a tax. Our 
definition has partly rested upon the antithesis of tax and 
price ; and we have just been considering a like antithesis 
m relation to the fundamental principle of taxation. For a 
price there is a definite measured return offered, and the chief 
concern of the payer is that he should get just measure,- 

tme (expressed as equivalence) being the first principle to 

F T a tax there is no definite measured 
return offered, and no choice as to payment. Here there 

Sith qU n St , 10n ° f j USt measure ’ for immeasurable is dealt 
with. Only justice as between one sufferer and another is 

m question; " I am hurt, why should my neighbour be less 

less buMimti 6 1S n e< ?Tt IIy hUrt ’ my injury is none the 
. ss, bu t 1 am not galled by a sense of unfairness.” This 

is t0 buiW a first P rinci P le - Rather 

Wfi+ c S 1 mUSt b t hurt> and take my chance of what 

hurtf l r in ! n ° guarantee that half 

+1^ h l aV t half benefits > for doubIed hurts double 

2 wi a^L f ^ aS may b6 ’ let the immunity’ 

as well as me, be mulcted of the necessary amount with as 
little damage as possible.” 
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We will adventure another analogy. The chief priest of 
a nation declares that the Gods demand tin* yearly sacrifice 
of a thousand oxen. The nation is a. small one, Hie d, maud 
relatively large. One of the elders asks if any particular 
kind of oxen is to be offered, and is answered'fhat to the 
Gods all oxen are indifferently oxen. Aaain the eld< r a-!;. 
if the Gods will be offended if some old or sickly oxen art- 
offered, and is told that all oxen are oxen, but there must be 
a thousand offered annually. Upon this the elder counsels 
the sacrifice of the thousand sickliest, oldest, most wretched 
oxen in the State, that the full thousand must he offered 
to the last one, he is firm ; but the Gods are willing that in 
paying the tax the community and its members shall lu¬ 
ll armed as little as possible. It is his duty, as an elder, to 
advise that this shall be done. But now, if in the selection 
of the thousand it appears that of two men, each with four 
oxen,one has three poor and sickly, and the other but one 
weakling, is the first man to yield three oxen and the second 
only one? There will be something else to consider 
justice as between man and man. But economy was Ha- 
first consideration. The sacrifice is matin, we will'say, upon 
these lines—an economical selection of the poorest' beasts 
modified by arrangements to prevent such hardships upon 
individuals as in the case cited. Thu constant effort to 
select as many as possible of the poorest oxen will ensure 
that the bulk of the thousand will be those that the State 
can best spare: and will probably also entail a certain amount 
of resentment on the score of injustice, even when modiih ,-e 
tions to meet the claims of justice have been made dure 
these fall in a secondary place. Had justice been the fust 
consideration, less grumbling would follow the taxing but 
there would be a larger proportion of the better oxen in tin- 
thousand chosen—that is, the total tax would be iargei. 
If ‘justice as between individual payers is In he pul as tt 'first 
principle of taxation, the community as a -whale will suffer 
more Jr om the tax. If the community is la suffer ns little as 
possible from the taxing, then economy must be first considered 
A choice is offered between hurting the community a little 
more, while annoying it a little less, and hurting it a little 
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less, while nnnoyin" it a little more. If the term “ annoy¬ 
ing appear?, utnlnh mild to represent a greater amount of 
inju-pre, v." nni-l n-will thnj j Ur .(j (X . j s a thing measured by 
arbitrary :n.d ehati.jing standards, whilst a shilling paid in 
taxes is rrlativi ly lixi i.l, 

lin* nimbi* m i - mu unlike that presented by the choice 
hetywn dind ;md indirect faxes, when the latter take the 
form oi protiu ti\e dufie,. We can figure a statesman 
weighing the economic card (»f art import duty on corn 
against 1h*‘ oufm;*i «cl feelings of a people suddenly called 
upon to pay flu* whole oft heir own taxes instead of “ making 
the foreigner pay ” pail of them- ■ omitting, for the sake of 
our argument , all other i-sues and complications. Men's 
sense of justice, however inaccurately developed, is too 
mighty a kn r ha the daPvman to ignore. If cannot but 
he serioudy reckoned with by tin* economist: but the 
eeoju unit, in ’uirfj a «jnr : a ion, ran scarcely give it first place,. 

It is f ime we wave - i it i uoa uisideraf ion in the word economy. 
U was niiginalSy household law, or house-ruling (okov, 
og/nv), anti came In mean < nradul management- -which is 
complimentary to the world’s housewives. It does not 
properly mean frugality, still less parsimony. 

Economy/ ss\o t rabb, in his “ English Synonyms/’ ini- 
pli**y in;ma*;enM m ; iniva lif v implu s temperance ; parsimony 
implies simply lorf »< a rain e fo “-pend, . , . By economy, a 
man may nmky a limited income turn to the best account for 
himself and his family/* 

Economy, in fine, is not limited spending, but wise spend¬ 
ing* profitable spending. We might, indeed, speak of un- 
wr-e spending as bad economy, and wise spending as good 
economy. But in that rase we should not speak of Economy 
as a print iple oi taxation, but ** Good Economy/* This is 
scarcely necessary. We may thank the housewives for the 
good odour in which they have left the word, and under- 
-land by Economy, not management good or bad, but good 
management only. We may yet say 4 4 Good Economy** 
instead of merely M IC< onomy *’ where ambiguity is likely 
to occur. 


N 
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The principle of Economy is not to be confused with the 
idea of retrenchment, as implied, for instance, in a once- 1 
famous cry, “ Peace, Retrenchment, and Reform.” For 
retrenchment, in itself, may he the worst economy. It is 
sound economy to abstain from any expenditure, in order 
to make a more profitable expenditure—perhaps imme- 1 
diately profitable, perhaps more remotely profitable, a 
proper discounting for postponement being reckoned in. ' 

It is not sound economy to abstain from expenditure where 
the alternative use of the money saved is less profitable. j 
A workman’s wife who saved five shillings a week out of the 
family food-bill would in most cases find it impossible to 
make a better use of the money—the total loss would far 
outbalance the total gain. She would not have observed 
the principle of economy, but rather have flouted it. 


"In current language,” says Philip Wicksteed in “The 
Common Sense of Political Economy,” ‘“economy’ means 
the administration of any kind of resources (time, thought, or 
money, for instance) in such a way as to^secure their maximum 
efficiency for the purpose contemplated” (pp. 13-14). 

“ Economy,” says Professor Cannan, “ . . . being, of course, 
understood not in the vulgar sense of spending little, irrespective 
of the return to the expenditure, but in the sense of the best 
utilisation of available means.”—" History of Local Rates m 
England,” 2nd edition, chap. vii. p. 160. 


Nor are we straining the word to use it in this sense, for this 
is practically how most people would define it under any 
pressure as to exactness. “ Very bad economy that, spoil¬ 
ing the ship for a ha’porth of tar ” is a common criticism of 
short-sighted parsimony. We will take Economy to imply, 
then, the best-known distribution of expenditure for the 
satisfying of wants. 

What is implied, then, when we put Economy forward as 
a principle of Taxation ? Not at all the collection of the 
smallest possible amount of taxes, but the wisest method of 
collecting them. As for the amount, there can e ™ ® 
as to upper or lower limits. It may be wise to coJect a 
hundred millions in a certain way, and unwise to collect te J 
shillings in another. The considerations that should decid|l 
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the amount raised are not governed by the magnitude of 
the amount, nor even by the proportion it bears to the total 
national wealth or income. We cannot here entirely separ¬ 
ate the inilnenos of expenditure from those of revenue, but 
we muv lay down some guiding rules. 

I. If tlie community receives on the whole greater benefit 
from payments made as taxes in any form, Hum it would 
receive if the amounts had remained in the, hands of the 
payers, tin* principle of Economy has been observed in the 
whole maths 0} public taxing and expenditure. 

II. li the productive power of the community is on the* 
whole greater when faxes a re, paid than it those taxes had 
not been collected at all, then the principle of Economy lias 
been observed in the taxing. 

[11. It the productive* power of the community is on the 
whole the same after as behue the payment of taxes, again 
the principle ol Economy has been observed in the taxing. 

' Expenditure is omit ted in 11. and in Ill.] 

IV, If the pioducfive power of the community is on the 
whole les*> alter than before the payment of taxes, then the 
principle ol Economy lias not been observed unless - 

(a) 1 hi* loss to tin* community is adequately made up by 
a corresponding gain in the manner ol the State 
expendiiurn of the money received, so that in tin* 
whole matter of taxing and expenditure the. com¬ 
munity is at least no worst* oil than if there had been 
no taxing (I. above) ; or, 

(/;) Uu* loss is the least possible in the * hrumdancex then 
existing. 

We may get a. Step neaier to definiteness il we set out our 
{Hidingas to the implications of the principle of Economy, 
which will bam a n.statement of what we have just 

expressed. 

f i ) 1 a\e.. should not cause or intensify any change to less 
rmnuinii methods of production, but should either give an 
iinpulm towards bet ter methods, or preserve the status tjtw 
iu this Hoped. 

1 fills, 

(iu) 1 axe » should not cause population to be distributed 
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the amount raised arc* not governed by the magnitude of 
the amount, nor even by the proportion it bears to the total 
national wealth or income. We cannot here entirely separ¬ 
ate the intluenees of expenditure from those of revenue, but 
we may lay down some guiding rules. 

I. If the community receives on the whole greater benefit 
Irmn payments made as taxes in any form, than it would 
receive it the amounts had remained in the hands of the 
payers, the principle of Economy has been observed in the 
whole matter of public taxing and expenditure. 

II, if the productive power of the community is on the 
whole greater when taxes are paid than if those taxes had 
not been collected at all, then the principle of Economy has 
been observed in the taxing. 

III. it the productive power of the community is on the 
whole (lie si me after as before the payment of tax-cs, again 
the piinciple of Economy has been observed in the taxing. 

'Expenditure E omitted in II. and in III.] 

IV, If the productive power of the community is on the 
whole lev, after than before the payment of faxes, then the 
principle ui Economy has not been observed unless— 

(a) the loss to the community is adequately made up by 
ti corresponding gain in the manner of the State 
expenditure of the money received, so that in the 
whole matter of taxing anti expenditure the com¬ 
munity is at least no worst; oft than if there had been 
no taxing (1. above); or, 

(h) the loss is the least possible in the circumstances then 

existing. 

We may get a step nearer to definiteness it we set out our 
findings as to the implications of the principle of Economy, 
which will form a re-statement of what we have just 
expressed. 

(i) I axes should not cause or intensify any change to less 
economic methods of production, but should either give an 
impulse towards better methods, or preserve the stains quo 
in this respect. 

Thus. 

(t«) Taxes should not cause population to be distributed 
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so that the work of producing utilities would be carried on J 
under less favourable conditions. jfl| 

(i b) Taxes should not encourage the development of anjp| 
industries which, without the taxing, would have been lesfe] 
developed, or not at all; since the industries which woul<M 
otherwise have taken their place would, by the terms of thfl| 
argument, be more productive, because more naturallH| 
favoured. But yet each industry must be considered nc^B 
only in itself, but as part of the whole life of the communitjW 
If then certain industries so affect vitality, intelligence, an<H 
initiative as to impair the whole productive power of thfl 
community, then these industries, though favourable in 
themselves to the production of certain goods, may yet baB 
discouraged, even on purely economic grounds, by taxation* 
as by other methods ; for if the loss caused by such check! 
be more than counterbalanced by the total gain in produc-1 
tivity, by the principle of economy, the check would not I 
only be excusable, but advisable. If also certain other 
industries are highly favourable to the development of 
vitality, intelligence, and initiative, but are at an economic 
disadvantage, they may be favoured by being taxed less 1 
in proportion than other industries, if, firstly, the total gain! 
to the community more than counterbalances the total ofl 
the taxes lost, and if, secondly, no better method than b J 
taxation is available. M 

The case just cited is “ on the fine edges of things.” ]■ 
would call for very careful handling in actual treatmei^B 
and in the rough movements of political action it woi^H 
more likely than not become an argument for establishing 
vested interests on the plea of public utility. It is doubtful 
if any experiment in this direction has ever been made that 
has not yielded more bitterness than satisfaction, more ill 
than good. But it is necessary to insert it here to complete 
our argument. The former of the two cases, which would 
apply to dangerous occupations, excessively-exhausting 
conditions of labour, and child-labour, is not so open to 
dangers of exploitation: yet it also lies within clear limits, 
as we have stated. 

2. Taxes should not alter the Distribution of capital or 
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the amount raised are not governed by the magnitude of 
Bthe amount, nor even by the proportion it bears to the total 
Rational wealth or income. We cannot here entirely separ- 
^Kte the influences of expenditure from those of revenue, but 
Hve may lay down some guiding rules. 

I. If the community receives on the whole greater benefit 
Hrom payments made as taxes in any form, than it would 
^■eceive if the amounts had remained in the hands of the 
^Rayers, the principle of Economy has been observed in the 
■vhole matter of public taxing and expenditure. 

R II. If the productive power of the community is on the 
hole greater when taxes are paid than if those taxes had 
)t been collected at all, then the principle of Economy has 
;en observed in the taxing. 

III. If the productive power of the community is on the 
hole the same after as before the payment of taxes, again 
ic principle of Economy has been observed in the taxing. 

[Expenditure is omitted in II. and in III.] 

IV. If the productive power of the community is on the 
hole less after than before the payment of taxes, then the 
rinciple of Economy has not been observed unless— 

(a) the loss to the community is adequately made up by 
a corresponding gain in the manner of the State 
expenditure of the money received, so that in the 
whole matter of taxing and expenditure the com¬ 
munity is at least no worse off than if there had been 
no taxing (I. above); or, 

,) the loss is the least possible in the circumstances then 
existing. 

We may get a step nearer to definiteness if we set out our 
findings as to the implications of the principle of Economy, 
which will form a re-statement of what we have just 
expressed. 

(1) Taxes should not cause or intensify any change to less 
economic methods of production, but should either give an 
mpulse towards better methods, or preserve the status quo 
n this respect. 

(1 a) Taxes should not cause population to be distributed 
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income so as to induce a diminished productive power ; o? 
if they must, then as little as may be. Where possible, they 
should alter Distribution so that a higher productiveness 
may result. This is a far cry from the rule, so commonly 
laid down in the eighteenth to nineteenth century period, 
that taxation must not alter Distribution at all; and the 
whole question that it brings up is so important that we 
will deal with it at some length. 

The older position has been definitely stated in several 
forms, many of which have been cited in Chapter II. The 
clearest form is what is called the “ Leave Them As You Find 
Them ” doctrine, definitely expressed by James Mill. 

“ A tax, to operate fairly, ought to leave the relative condition 
of the different classes of contributors the same, after the tax 
as before it.” “ Clements of Political Economy,” IV. viii. 
(iftab). 

If, indeed, the distribution of wealth in a community were 
the best, possible distribution for the purposes of production, 
or were moving quickly in that direction, then the " Leave 
Them As You Find Them ” doctrine would be effectively 
the same, as that at which we have now arrived—that taxes 
should not alter the distribution of wealth so as to cause a 
diminution of productive power. Something like this was 
in fact assumed by earlier writers--a system of unchecked 
competition would tend to transfer wealth to the most pro¬ 
ductive channels, and into the most productively-capable 
control. But no such view is held to-day. 

" Tin* older economists,” says Professor Marshall, ' took 
too little account of (he fact that human (acuities are as important 
a means of production as any other kind of capital; and we 
may conclude, in opposition ‘to them, that any change in the 
distribution of wealth which gives more to the wage- receivers 
and less to the capitalists is likely, other, things being equal, 
to hasten the increase of material production, and that it will 

not perceptibly retard the storing-up ol material wealth.”. 

" Principles,” IV. vii. § 7 (1907). 

In a more recent work still this passage occurs. 

" No one has any real doubt, however he may measure wants, 
that wants are nothing like so unequal as wealth at the present 
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and therefore no one can doubt that the present power of 
iction would go much further if purchasing power were 
equally distributed: hence the almost universal acquies- 
in the provision of elementary education at the expense 
xpayers, and in progressive taxation. Measures adopted 
sduce greater equality are, however, exceedingly unsuitable 
■cal authorities.”—Prof. Cannan, " History of Local Rates' 
lgland,” 1912 edition. 

my similar expressions of opinion might be cited, but 
are not necessary. We may take as agreed— 

That the present distribution of wealth is not the 
available distribution for the purpose of securing the 
.est possible power of production, or the most general 
laction of wants. 

That uncontrolled economic forces might or might 
end to high productivity, but it is only for speculative 
oses that they are worth considering. There has 
ys been legislative control, and all present indications 
: to more control, rather than to less. 

That economic forces, working within the controls 
have so far operated, have not given us what can be 
>ted as the best distribution for high productivity. How 
an approximation they have made is a matter of 
on and debate. 

It is therefore quite possible that the distribution of 
;h could be readjusted—apart from all other oonsidera- 
—so that a higher productivity would result. 

This readjustment might be effected, among other 
ods, by means of taxation. 

i are brought now to consider this question—Does the 
iple of Economy guide us to a scheme of taxation 
ed to secure such a distribution of wealth (income or 
srty) as will lead to higher productivity ? 
oadly, we may say that the plain answer must ber ¬ 
things being equal, yes. But other things arc here, 
ually happens, not equal. In this case they are to be 
led up under two main heads, the fallibility of govern¬ 
ed schemes, and the right limits of taxation as an agent 
cial and political change. 

stly, then, as to the fallibility of governmental schemes. 
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However completely it may be granted that the distribution 
of wealth may conceivably be altered at any given time by 
suitable taxation, it does not follow that such suitable taxa¬ 
tion is known and at hand. It may be, but there is no in- 
evitablem A scon.: ol governments may embark upon a 
score oflieTiies with such an end in view, and some, quite 
t hi likably, may find they have altered distribution so as to 
lessen productive {lower; others, that they have affected 
productivity very little ; others again, that they have, as 
they projected, increased production. The present distri¬ 
bution gives a certain degree of productivity; any scheme 
for altering it would divide men into those who were for 
bearing the ills we have and those who are ready to risk 
others that we know not of. The subject is wide enough, 
and important enough, to he considered and discussed in 
it'-elf ■ we cannot properly give it adequate discussion here. 
Ibif i! the principle of economy be established as a. first 
prineiple of taxation, then such an inquiry would imme¬ 
diately become as piviring as it is important. For the 
jiie ii'iit we mud be < onlent to note that if the present dis¬ 
tribution of wealth F not satisfactory, then a “ Leave Them 
As You Find ‘i hem ” doctrine could not lie satisfactory 
either, except on the grounds that we are next, to examine. 

Secondly, we are to consider the rigid limits of taxation 
as an agent of social and political change. It may be re¬ 
lated to our present purposes in this fashion. liven if it 
be granted that Economy should stand as tlic fundamental 
principle of taxation, and that a scheme of taxes could be 
designed to secure economy by furthering productive power 
by tile method of altering distribution in the direction of 
greater equality, is taxation the proper road to such social 
changes? Should not taxation be for revenue only? 

I he answer is twofold. In the first place, it may or may 
not be illegitimate, or unwise, or socially dangerous, to 
accept as a doctrine that social and political changes may 
properly be achieved through taxation. But whether that 
doctrine be wise or umvise, it does not follow from the prin- 
< iple of economy. What does follow is that taxes should 
be so levied as to increase productivity where possible, or 
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to diminish productivity as little as possible. If it appeared 
that an increase of productivity would follow' on a widening 
disparity of incomes, the principle of economy, in it.-elf, 
would point to a scheme of taxation likely In make, incomes 
less equal than they are. The objective, from tin; point of 
view we have taken, is not an altered distribution as a good 
thing in itself—whatever opinions we may have o| that 
it is how to collect taxes without checking production, to 
collect them, if possible, and at the same time increase pro¬ 
duction. Most people would agree that a greater equality 
of incomes than that now obtaining in England would he a 
good thing in itself. But so much is not required, in order 
to satisfy the principle of economy. It is only required 
that taxes should fall so as to increase productiveness, if 
possible; and it is generally allowed that, if they do not 
leave people as they find them, but leave them w ith incomes 
something more equal than at present, productiveness is 
likely to be increased. How far the process could he car 
ried, short of arriving at absolutely equal incomes, is a 
speculative question for us, and may be a practical one for 
our successors. That there are limits, we know, hut. where 
they are set we do not know. It is arguable that there is 
no limit but that of equal incomes. What is plain is that 
the “Leave Them As You Find '1 hem'' doctrine is un¬ 
tenable at this point in the world’s history, at least ; and 
the doctrine of Proportional Taxation, consequently, must 
be abandoned. When property and income are so distri¬ 
buted that any change of proportions would be likely to lead 
to less productiveness, then the principh of economy will 
point to Proportional Taxation, and Chancellors will he 
counselled to leave people as they Hud them. Hut we need 
not stray so far into the future. 

In the second place, we may be advised to note that taxa¬ 
tion should bo for revenue only. 'I his ran only be taken as 
a counsel of perfection, according to the views of the coun¬ 
sellor. For it is very difficult indeed to levy taxes for 
revenue only. Tariff Reformers desire to get revenue from 
customs duties, and at the same time to make the foreigner 
pay, or to encourage home industries, or to bind the Empire 
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more closely. Duties on alcoholic liquors are not regarded 
from the point of view of revenue only, but ideas of general 
social welfare are (expressed by those who would make them 
higher, and by those who would put them lower. Land 
Taxes an* advocated been use they will help to create a race 
of nn;il] h< biers, and create* a “ back to the land M movement. 
“ I a cation tor revenue only ” should mean taxation with 
no motive but t hat of attaining a sufficient revenue. But 
our other motive? can only he indifferent to all but the 
rev* nm* comma from our taxer-, if revenue is the only effect 
of I he laxue. ft \< beeause ene tax, producing a million, 
doer not cauee as much waste, or so great a sense of injustice 
a-< anotiwr, produring ar mimh, that we adopt it. If we 
truly taxed lor revenue only we should be quite indifferent 
a,, between the two. We shall raise the revenue in any 
ra-t* : wind in truth chiefly concerns us are the effects of 
rai -ini* it. I he “ Effects of Taxes ” is the. most vital ques¬ 
tion of all, and tin* chief effects an? economic. The prin¬ 
ciple of economy E concerned with these very economic 
efh m is. All that is valuable. in flu*, doctrine “ luxation for 
ivwnus* only ” is secured by the principle r>f economy, or 
nearly all. What is desirable is ilicit taxes should be levied 
(a) without checking .Production; 

(/;) without any avoidable waste ; 

(c) without arousing an effective opposing force, e.g. a 

sense of injustice ; 

(d) without encouraging social evils. 

If social weal is encouraged, or the sense of justice satisfied, 
nr waste eliminated, or product ion increased, so much the 
better, i here is no likelihood of our arriving at them any 
the quicker by taxing tor revenue only. 

Pad we may not go further. It is one thing to choose 
(mi’ taxes and to distribute them so that there may be social 
and political gains as m-products or by-products. It is 
another thing to (boose taxation mainly or chiefly as a 
mean-** ni reform. It is indeed a vciy potent weapon of 
social change, and there appears no good reason why it 
should bit neglected. But it will always be open to question 
and debate, when any fax is recommended because of its 
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social or political effects, whether a better result could not 
be obtained by other legislative methods. Opposition to 
such a recommendation, however, should be by way of show¬ 
ing that other methods will be more effective in bringing 
about the change, or that the change itself is undesirable, 
rather than by reference to so barren a formula as " Taxation 
for revenue only.” 

The proper function of taxation is certainly to bring in 
revenue; but that statement helps us little. When we 
come to the real question, how to tax to get the revenue, we 
are in nowise helped by any such formula. 


IV. 

The case for Proportional Taxation, as we have seen, 
rested on the assumption that the existing distribution of 
wealth was the best possible, or at least steadily moving in 
that direction; and it falls with the assumption. Indi¬ 
rectly, then, we arrive at Progressive or perhaps Degressive 
Taxation. 1 But the case for Progressive Taxation has two 
direct and practical bases—the actual practice of modern 
governments, and the developments of the theory of 
diminishing utilities. 

We are not now concerned with the case for or against 
Progressive Taxation in itself, but in relation to the principle 
of Economy. That principle would guide us to collect taxes 
from those incomes, or parts of incomes, of least utility to 

the community or to the individual* The least useful parts 
are the last increments, and it is here that a strict observance 

1 According to the following plan:—- 

A* Proportional Taxation, where all incomes are taxed at the 
same rate. 

B. Progressive Taxation, where the larger incomes are taxed 
at a higher rate. 

C. Regressive Taxation, where the smaller incomes are taxed 
at a higher rate. 

D. Degressive Taxation, where incomes below a fixed amount 
are exempt from taxes. The remainder may be taxed on A, B, 
or C scales. 
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of the law of diminishing utility would direct us, on grounds 
of economy alone, to levy all our pure taxes (for rules 
about progi ession or proportion are rules of ■pure taxes) 
But this is more than progression : it is Procrustean taxation. 
If the ten richest men in a nation had each an income of 
hah a million a year, then the most economical method of 
laising a million pounds in taxes would be to tax each of 
them to the extent of £100,000, and exempt the rest of the 
community, ihe “ top ” or least useful part of their in¬ 
comes would be removed, since that part is not only the 
least useful to them, but is, on the average of men, less useful 
than any parts of lower incomes. Thus in the case given 
in the tables of the next few pages, if we separate out 
all incomes, into £100 parts, so that the £1,000 incomes 
are divided into ten parts, and considered as being made up 
of successive £roo increments- -first, second, third hundreds, 
and so with all other incomes, then it is plain that the 
"last ”£100 of a man with £1,000 a year is the least 
valuable of his ten hundreds: far less valuable to him 
than was the first hundred, when, as we may suppose, 
that was his sole income, and far less valuable to him than 
is the single hundred of a man with only one hundred a year. 
Ihe first hundred of every one in the table may be taken 
as of equal value to the possessors, and of equal value to the 
community. We cannot reckon on their being otherwise, 
until we know of the various uses to which the different 
holders will put them. W'e tire not justified in assuming 
that men with incomes of £r,000 a year are wiser or less 
wise in the use of their moneys than men with a hundred or 
men with a million. The " tenth hundred " of men with 
£i ,000 a year will be of equal value then, as far as we know, 
fn the different individuals, and equal also to the tenth hun¬ 
dred of each of the men with £10,000 or £1,000,000 a year. 

(>f till the separate £100 parts of income in the country, then, 
flie least valuable are those ten that carry the incomes of 
Uie richest individuals from £000,000, to £1,000,000. 
i'heso then offer themselves first for taxing, and next 
the hundreds between £800,000 and £700,000, and so 
on. 
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Incomes 

in£. 


600 


500 


400 


300 


200 


100 


Diminishing Utility of Increments of Income, 


(/) 


\Jt 

Sixth 




^100 of 




income 




less than 




in (e) 




(*) 

(*) , 



Fifth 

O 

8 

SR 



income, 

less than! 


in 

(d) 


The description runs 




from the base line 



i 

upwards* 

(d) 

W) 

(d) 


Fourth 

£100 of 

income, : 

1 

less 

than in 

(C) 


1 (c) 

W 

(c) 

(6) | 

1 Third 

£100 of 

income, 

of less 


value 

than in 

(b) j 

(6) ' 

(b) 

.(b). 

(b) j (b) 

i 

! Second 

£100 of , 

income, j 

| equal 1 to each 


other, 

and : 

each of | 

; less 1 value 


to the 

holders 

than the, 

1. 1 

(«) /'»>«; 


(a) 

! («) 

(a) 

(«) ! («) 

! («) 

First 

; 100 £ of 

income, 

taken as t of equal 

value 


in all 

six 

cases* ! 

1 



P Q R S 7 II 


•P, Q,R,S,T, U are six persons with incomos of £f*u>, £300, tr> £um 
respectively. Each income is divided into /mo parts?" 

For social value, there is this to be considered, that there 
are kinds of productive work that men having incomes of 
£100 cannot carry on, and that men with incomes of £1,000 
arc able to undertake. Against this, again, must be "offset 
such methods as that by which large operations, like those 
of the Co-operative Societies or Joint-Stock Companies in 
general can carry on by means of many small portions 
drawn from small incomes. 

Since, however, all “ first hundreds ” must be taken as 
equal in value to each other, all " second hundreds ” as of 
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less value than “ first hundreds/' but of equal value among 
themselves, and so on, then, in order to take as little of total 
values as possible from the nation, we should begin by 
taking in taxes the whole, of the one-hundred-thousandth 
hundreds, of which there are* only ten in the ease cited in 
our table, and then the ninety-ninth hundreds, and so on, 
until the whole amount needed has been collected. 

If we are dedron^ however, that all the dti/.ens shall pay 
some taxes, or at least all above a fixed arbitrary income- 
limit, then by beginning at tin; other end, with the low 
ineomes, we rhall get a progressive scale. We may build 
up scales like this— 


Use nm-s. 



Tax 

or Tax or 

Tax. 

£ 



t. 


/ 

mo , 



. 0 

pri* « ell!. 

O 

1 ,»»<»« l . 



:><» 

m 

0 

10,000 » 



, l/ZOH 

*5 

PCXMJ 

IdO.'KH) 



, 1 1 >! H ) 

10 

U( >,OC SO 





-S3 »* 

JAtf >,000 


The figures or percentages me arbitrary. But they are none 
tin* less arbitrary, though they may satisfy the eye better 
by their symmetry, if they run in nune stub jadtion as this 


Uimmrs, 

fj 

100 . 

I ,<HM> , 

xn,nno * 

ton,not? , 

I,(. K K J,00( } » 


/ 

5 m per esnt, 

*5 (ST ** 

ms (;V) -|o 

1^5 (5*} .$0 

,1x25 (fib So 


All progressive scales, built up from the lowest income's, or 

from the lowest incomes taxed, are basts.! upon an arbitrary 
sequence of numbers or percentages, whatever may be the 
symmetry of thi" sequence adopted. So long as we are 
thinking of economy only in relation to taxes cleaily paid 
according to income, we must begin by eotisideiing patts 
of incomes, and take flu* least useful pails. And that method 
will drive us to begin with the largest, and not with the 
smallest incomes, in framing our scabs 

We can, indeed, by disregarding persons for a moment, 
and amsiikiing parts of ineomes only, such as " hundreds/’ 
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say that a man with £10,000 a year, say, shall pay taxes in 
this fashion— 

£ 

On the first hundred. . 

», second .. 2 

», third ... * 

,, fourth ..3 ^ 


£ 

o 


or £ or £ 


and so on, so that his total payments will be made up of 

different amounts paid on the different " hundreds ” ac¬ 
cording to their utilities. But still, the scale that relates 
the different hundreds is an arbitrary one. Bv the scale 
of the first column he will pay £4,950, by that of the second, 
£5,149. But these scales, taken with “ fifties ” instead of 
with hundreds, and running as 1, li, 2, 2§ . . . instead of 
x > 2 > 3 > or 2,3,4, would give us different results with an equal 
symmetry. We do indeed get a method that is based upon 
the different values of different increments, and that is a 
theoretic gain from the point of view of economical taxing ; 
but even if we know that the tenth hundred should pay 
seventeen pounds, or should pay 5 per cent., we cannot 
deduce from that the percentage or the amount that is 
proper for the eleventh or the ninth hundred. The table 
just following will show how rapidly such a simple scale as 
x per cent., 2 per cent., 3 per cent., etc., passes tin- 100 per¬ 
cent. line. 



! With 

| Incomes, 

Total 

In¬ 

come 

37 million persons . 

/o-£r6o 

f 

## families . J 



2 million persons . 1 

£160-/300 


„ families * j 




million 


£300-/400 
£400-/500 
£500-/600 
(and so on) 
£1,900-/2,000 
j £9,900-/10,000 
1/19,900-/20,000 


A on a yi J( i Bona 
Scale 'Ifjr Scale 
of , ’* A ' „f 


0% 

1% 


Vietd 

.if 


’■*% 

. 3 % 

4 % 

18% 

08% 

* 98 % 


*1 


.it 

«.it% 

*5l% 


The difficulty can be met in three ways* ~The first is that 




THE FIRST PRINCIPLE OF TAXATION. 


191 1 

i 

of a more gradual progression, as in the B column, where, by , 

beginning with o per cent., 1 percent., as before, we proceed 
by increments of per cent, for each £100 of income, reach¬ 
ing only to 13I- per cent, as against 98 per cent, for the 
corresponding income on the 0, 1, 2, 3, 4, plan, and25-!per 
cent as against 198 per cent. The second method is by 
extending what we have already done in leaving the first 
two steps (o per cent, and 1 per cent.) untouched; which 
is, passing from one scale to another as we proceed. Thus 
we may combine several scales into one, producing, as it 
wen. 1 , a High! of j 



/ A method of this kind suggests breaking up 
incomes into small parts, as say £50, so 
that the full effect of gradualness may be 
reached. Thus, beginning with incomes under 
£50, anti taking incomes at £50, £100, £150, £200, and so 
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on, we could build up some such compound scale of per¬ 
centages as this :— 


Incomes (£). 



Tax per cent. 

1 Increases per cent. 

Below 50 


0 


. ! 

)! 

50-100 . 


1 


1! 

100-150 . . . 


2 



150-200 . . . 



2§ 

3 i 

li 

200-250 . 



j! 1 

250-300 . . . 



4 


300-350 . . • 



4 i* 

I! 

350-400 . . . 



4 '! 

)■! 4 

400-450 . . . 



4 d 

450-500 . . . 

500-550 . . . 



5 

5 l 

)! 

550-600 . 



5 i 

5 h 

U , 

600-650 , 


1 

): 

600-750 . 


| 

5 l 


750-800 . . . 


j 

5 p 

\' 

800-850 . 

* 

i 

5 il 

+ 

ii 

a increments 

'j 



1 

1 

l 

T. 

ami so <t» 


The third method, which is practically that adopted for the 
English Income Tax, is to apply tlu: plan of variable steps 
to incomes as well as to increments of percentage to be paid, 
but in reverse order. The actual steps, in incomes, are- 

StCpH. 


0-160 (exempt).. mo 

160-400 (/160 exempt). -4<> 

400-300 exempt). 

500-600 {£ 120 exempt). o>o 

600-700 {£70 exempt) . hk> 

700-2,000 (lower rale of or/, on earned income) . » * 1,300 

2,000-3,000 (rate of is. on earned income) . i.unu 

5,000-' (supertax) . , . ..» 2,000 


The graduation of percentage rates is arrived at indirectly 
in the case of Income Tax, but directly in the case of death 
ditties. In both cases, the amounts assessed are graduated, 
and there is a tendency to make this, rather than the per- 
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;entage payable, the chief means of graduation. Thus in the 
Estate Duties we get amounts from £'100 to £3,000,000 
trranged into 25 group!., separated by somewhat erratic 
'tops of amounts from £500 to £500,000. The percentage 
■ates, however, form a simple series from 1 to 15, with 
‘ nm ' sts ” al r ’> 7 .*. 11,12. I.;, 15 - In the ra-e oft he Income 
rax, the scale ol'feis itself at first, as a non-graduatedscale 
•f j'x. -mL in the pound; hut by exemptions, abatements, 
litfereiif iation tor earned and unearned incomes, and super- 
ax, a practically graduated scheme is built up, ranging 
rom an actual charge of about J. in tin* pound on earned 
iconics between £if»o and £200, to about i.s. 7 Id. in the 
mind on incomes of £50,000 ami over. 

Tin. Knoumi Din m Dnirs,” 

AmonU. J.nfutv.' 


I ,«)I X J .j ,t a a i 


S.nun jo,m< to 

nj hm i 

J 

t 

1 

jn.itMn 

1U,! IHM 

r 

5 

1 

kmmjo jo 

i fiJH H i 

0 


5 S,onu >jo,(kju 

I 5,< K K > 

H 

t 


atjHK} 

7 


1*0 »on >,< it » t 

20,000 

7 

1 

75,000 

: 5 ,ooo 

n 


fUt> t OOO . 


j H 

1 

H V M H i I rjf H H i . 


0 

1 

* V 14 l f > .S H >,» H M » 

} 

*$0,000 

to 

1, 

M H h > ,150,000 , 

i 

$ t 


f V tf h t ,|< ti » 4 < It H i , , , 

! I ^O'OOO 

1 1 

i 

• « * f * V M ?,« i< IM , 

h 

152 


f » ( n< in (it h tj k it j , , < , 

j j* UH>, OOO 

.12 i 

1 

<v»o«» racoon , 

( f 50,000 

* i 1 

1 

1 t,t >/ h t Ht p » ( n» jf* ji „ „ „ 

] 51 v n k » 

ti 

t 

►spat. 1 (pt, iitpii ,n. 

j 200,* KM) 

11 

t 

TT / 1 ,t i< Jr h «t , » » , 

i. 

15 

X 


It would scorn as if the <*onsidoration of other things 
tin economy brings us to some point of compromise be¬ 
er 
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tween proportional and progressive taxation. But in fact it 
brings us to a progressive scale somewhere between pro¬ 
portional taxation and that Procrustean taxation which we; 
have just outlined as ideal from the point of view of economy 
alone. The table which follows illustrates this. Taking 
a sum of about 2|- millions sterling in taxes, we have a view 
of how it would be collected according to a proportional 
scale; how it is collected on the scale of the English Income 
Tax and super-tax (the numbers here are rounded off, and 
the total also, for convenience), and how it might be collected 
on stern economical Procrustean lines 

(Numbers rounded off.) 


(I) 

(2) 

(3) 

On the Pro¬ 

f-f) 

Payers and 

On a Propor¬ 

gressive Scale of 

On a 

Incomes. 

tional Scale. 

the English 
Income Tax. 

“ Procrustean ** 

Scale. 


Bach. Total. 

I I 

Each. Total 

/ / 

Each. Total 

£ £ 

0 

100,000 payers, 

z z 

5 i 

Aj Zi 

0 

each with 
£100 income 

550,000 

0 

I 

10,000 payers 

55 

37 

0 

each with 
£1,000 income 

550, OCX) 

3.70,000 

( 

1,000 payers, 

550 

76c.) 

0 

each with 
£10,000 in¬ 
come 

550,000 

760,000 

fi 

100 payers, each 

5,500 

8,250 

0 

with £100,000 
income 

550,000 

825,000 

0 

10 payers, each 
with 

55,000 

83,200 

275.000 

^,000,000 

income 

550,000 

832, (XX) 

2,750,wxi 





Totals 

£2, 750,000 

iX 750,000 

(rounded) 

£2,7503 nm 


(It must not be inferred that English taxpayers at present pay 
their contributions to State expenditure on the scale given in column 
(3). It is Income Tax that is paid on such a scale.) 
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Of course, if the '' Procrustean " scale (4) , V ere actuallv 
applied, it would only be effective for one year. I he ten 
people with incomes of a. million would dispose of some of 
their wealth to relatives, or adopt other methods of avoid- 
ance. Procrustean taxation is a distant and apparently 
inaccessible point marking the direction rather than the 
Koal cl our movements. I he distinction between “Iona 
run and “short run” ehYets, pointed out by Professor 
Marshall, aephe,, f., many aspects of taxation. Generally 
speakmy. 1! is economy in the long run that is desirable, and 
where t tiei c is a chejee between a scale or system that will 
he in agreement with the principle of Economy in the long 
run, and another that is in agreement with it only fora short 
run, the lonner is to In- preferred. Nations can take a longer 
view than individuals, and geneu.lly speaking we should 
always undeistand the principle of Eeonomv to be under¬ 
stood as meaning that the effects, in the'long run, are 
(•('onumiraL 

The conclusion to which we come, through following up 
solely (lie principle of economy, is that at which Professor 
Edgeworth arrives in following up the principle of .Minimum 
harrilKe ("'Hie Pure theory ol taxation,” Economic 
Journal, iH(ff). Now the principle of Minimum Sacrifice is 
absolutely an economic principle. If may be, and indeed 
is debated in connection with ideas of justice. The approach, 
indeed, is rather from the side of moral philosophy, of ethics, 
than from the side of pure economics. Professor "Edgeworth 
presents the doctrine of Minimum Sacrifice as a deduction 
and rendering drawn from Bentham’s “ Greatest Happiness 
of the Greatest Number.” ’I here is no need for us to 
accent mile the diilerencc between the line of approach we 
have| followed, and that which begins with “Minimum 
Sacrifice” or “Greatest Happiness.” 'Ihe two lines of 
reasoning converge to tin* same point. The implication is 
that flit* principle of economy may find confirmation from 
other principles based on ethical or metaphysical or political 
ground'.; that in seeking economy we may also be fulfilling 
some of the requirements of justice. It would lie easy to 
ovei state this part of the case : for the present, no more 
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than the implication, or suggestion, may be assumed. The 
argument might be driven so far as to present the principle 
of economy, not only as the first, but as the sole principle 
of taxation. For such a claim, indeed, a very good case 
could be made out. When lines of argument that begin 
with Economy and with Minimum Sacrifice converge upon 
the same finding, a strong presumption is established that 
the ethical and the economic principles are expressible in 
one law. But our findings so far do not warrant so much. 
We shall be content to establish, as well as may be, the claim 
of Economy to be the first principle of taxation, leaving the 
question of its completeness and exclusiveness to be dealt 
with after more evidence, and more discussion. At least it 
becomes evident that the principle of economy covers a 
wide area. 

A full consideration of the principle of Economy should 
deal with its content, its implications, and the comple¬ 
mentary principles that it requires. With the conterd 
of the term wc ha.ve already dealt, and we have considered 
its main implications. We have not yet mentioned what 
has often been taken as the chief implication of the principle 
—relatively small cost of collection ; nor have we dealt with 
smuggling or other evasions. These are indeed important 
subdivisions of the principle of economy, but although the 
older writers considered them as practically (expressing that 
principle, they are subordinate to the great, question of 
raising taxes by the most economic method, i.c. collecting 
in taxes the money which can best he spared. For this 
reason we put them last, and not first. But the order in 
which they would stand in a system of taxation would depend 
on their relative quantitative importance- at any given time 
in any given system. There have been times in the history 
of nations when the discouragement of smuggling was a 
very great part of the principle of economy, and the promin¬ 
ence given to the question by some of the older writers was 
justified by the facts about them. Also, a very admirable 
system, conceived with a view to checking production as 
little as possible, but allowing great opportunities for eva¬ 
sion, would quite possibly result in the revenue being largely 
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obtained from moneys that were on the whole more useful 
to the community and to individuals than from other moneys 
that escaped. Nevertheless, the chief implication of the 
principle of economy, in general statement, is that the money 
should be collected, beginning as far as possible with the 
least^ useful parts of incomes: small cost of collection and 
relative freedom from smuggling are on the whole minor 
implications. 

We are able now to make a fuller statement of the implica¬ 
tions of the principle of economy. They are— 

First. 1 hat taxes should be obtained from the least 
useful parts of incomes. 

Secondly. That taxation should not encourage less pro¬ 
ductive methods, occupations, distribution of population, 
distribution of property or income : but, if possible, the 
reverse. [ 1 his is not altogether separable from the first impli¬ 
cation.] 

/ hirdly. 1 hat the cost of collection should be as low as 
possible ; lor this cost must be included in the total taxes 
1 aised, and whenever it is reduced, some income is set free 
that is presumably more useful Hum any of the parts of 
incomes still paid in taxes. 

Fourthly . '1 hat a tax-system should encourage or allow 

as lit tie smuggling, fraud, or evasion, as possible: for pre¬ 
sumably more useful parts of incomes will be taken to supply 
the deficiency; 


VL 

1 here is a question that naturally arises, in making choke 
between Hut principles of equity and economy in taxation— 
is not some harmonising possible, whether by the statement 
ol a third term which shall include sufficient of both these, 
or by any other method ? '1 he weakness of the principle 

of equity or justice has been dwelt upon ; but it is apparent 
that this very weakness in some degree attaches also to 
tin? principle of equity, in every case of actual application 
short of our " Procrustean '* scale. 

Some such harmonising is in tact possible. 1 he parallel 



198 


THE NATURE OF TAXATION. 


of the two following phrases ((a) and (&)) brings out its extent 
and usefulness. 

(a) Taxes should be levied in the most economic manner, 

regardless of all other things than the possibilities 
of acceptance at the time and in the country where 
the adjustment is made. 

(b) Taxes should be levied in accordance with the idea 

of justice prevailing at the time and in the country 
where the adjustment is made. 

It may be urged that either of these rules would give much 
the same result. So much we are not indeed prepared to 
accept, but it must be conceded that the divergence would 
not in all cases be very great. There arc limits to what 
any community will accept and act upon; but the limits 
that would be marked out, with Economy as an instrument, 
are not identical with those marked out by Justice. I n slu >rl, 
Justice (or Equity), and Economy are not identical terms, 
and however nearly two nations might approximate in 
actual results to the same system, though one began with 
Justice and the other with Economy, yet that; is no argument 
sufficient to persuade us that the two are equal in value. 
Of two different principles offered it is likely that one is 
better for certain purposes than the other--little, or much. 
It is extremely unlikely that their values approximate so 
closely as to make a choice between them a matter of indiffer¬ 
ence. 

It will have been noticed that we constantly reler to taxes 
in relation to income, and to direct taxes upon income as 
if typical of their kind—as indeed they are. 1 n 1 heir effects, 
practically all taxes are “ income taxes/' that is, they 
resolve themselves into payments ma.de out of income. 1 he 
Death Duties are largely paid out of income, and the Ex¬ 
chequer makes arrangements to facilitate this manner of 
payment. The Income Tax is the typical tax. When we 
consider the great opposition that this “ odious tax ” 
aroused/ 1 - and consider also its steady and renuukable 

1 Dr, Slater reminds ns that, in iKio M The Whigs had even suc¬ 
ceeded in obtaining excited meshings against the Income Tax among 
Wiltshire labourers, who w< re perhaps earning m, a wrek. ” The 
Making of Modem England,” p. i,8. 
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growth, the present general acceptance of it, the substitution 
of opposition to its amount and distribution for the former 
opposition to its nature, and to its very existence in time of 
peace, we may feel justified in concluding that a change 
in our ideas of the nature of taxation has accompanied this 
change in our tax-system. We saw, in reviewing the defini- 
tiens of tax “ steuer ” and “ impot” that in France the 
conception of tin* nature of taxation had not moved to the 
same point as in England and Germany. The two things 
(id< as of the an tun* of taxes on the one hand, and the develop¬ 
ment of: an income-tax on the other) may not be connected, 
hut it is at least curious that there has been no development 
o! income taxes in h ranee at all like the movement in 
England and in Germany. 

Our own figures are remarkable. I o get a proper picture 
w<* should need to set out in one column the return from 
I ncome Tax, with or without Estate Duties (they are for most 
purposes of this kind better put together), and the total 
returns in another, for each year from 1843 . Then we should 
need to mark the '* war-periods/' and all circumstances 
likely to affect the changes in the amounts or proportions. 
But when all allowances are made the growth is very con¬ 
siderable. It is shown in the following summary, where 
the figures are rounded but without any falsifying of the 
rate of growth. 


1K44 to 1853 (before the 
Crimean War) 

War period, 185510 1858 
\ \ 

fHOi * to 1804 

to 1HO0 
1870 to 1870 
1H80 to 1880 . . . 

sHoo to tH(x) (Boor War) 
1000 to ion-12 
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Year. 


1896- 7 

1897- 8 

1898- 9 

1899- 00 
x900-01 

1901- 02 

1902- 03 

1903- 04 

1904- 05 

1905- 06 

1906- 07 

1907- 08 

1908- 09 

1909- 10 

1910- 11 

1911- 12 


w 

(»> 

Total 

Revenue. 

Net Produce 

of Property 
and Income 


Tax. 

1X2 

x6| 

Xl6 


118 

18 | 

130 

i8f- 

140 

27 

*53 

35 

161 

39 

151 

3* 

*53 

3*1- 

*54 

3*i | 

*55 

31 Jr | 

*57 

3 2 i i 

152 

34 

1*331 „ 6 
j 204J " 

62 j 774 ; 

182 

44* 1 


to 

Ratio ft 
a 

Nearest 

Simple 

Fraction. 


(d) 

Net Pro¬ 
duce of 
Property 
and 

Income 
Tax and 
Estate 
Duties. 


i w ,1 

! Ratio# j 

j a ( 

I Nearest | 
Simple i 

j Frac- | 

tion, 1 


30 
321 

34 ^ 

37 

44 

53 

57 

48 

48 

49 

5 1 

51 

5 2 


{/} 


Per 

cent. 

d 

a 




331 

87/ 

70 


33 


12 2 


« . 30 

{Broadly ami 
: rniu’ldy put, 

1 direct taxes 
: have increas'd 
1 trum admit jjp;,, 

1 of revenue in 
about in 

' little 'over a 
do/.eit year;} 


One of the changes of outlook in economic mailers that 
has come upon us, and that is still affecting us, is the re¬ 
latively greater importance that we attach to the idea of 
income. Men’s minds are turning to income as a more 
significant and important thing than property. The newer 
schools of thought express themselves largely in terms of 
income, and property is viewed more in relation to the 
income that it secures than has been the case in any earlier 
period. This change of thought is connected with the 
settlement of ideas concerning the nature of taxation, and 
both have expressed themselves in the changes that have 
taken place in actual tax-systems. The " Property and 
Income Tax ” is generally spoken of simply as " The Income 
Tax,” according to the preponderating and significant item. 
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We s h° uld be able to get a very useful commentary unon' 
the changes that have taken place in the distribution nV 
taxation if we could work out the amount of pure taxes 

paid at different periods by some representative pavers_ 

say a labourer, a mechanic, a farmer, a schoolmaster a 
doctor, a banker, a large landowner, a millionaire, a multi- 
millionaire, with a definite income posited for each So 
much guesswork would be needed, however, that the result 
would be of little value. 1 The proportion of direct and 
indirect taxation offers us a safer view of the change in the 
distribution of taxes, which may be put beside that relating 
to the Income Tax, for in main outline it indicates the 
transference of a larger proportion of the total taxes to 
deductions from income as such, and a like transference 
fiom the smaller to the larger incomes. The figures cannot 
be quite exact, but the movement, which is the thing we 
wish to notice, is large enough not to be affected even by a 
considerable percentage of error. Estimates of the relative 
proportions of direct and indirect taxation vary very greatly, 
chiefly according to what taxes are considered as “ direct ” 
An excellent example is given in Noble’s “ National Finance” 
(1875). In the session of 1871, the Chancellor of the Ex¬ 
chequer was asked what were the proportions of direct 
and indiiect taxes at the time. His answer (summarised 
in percentages below) was challenged by Mr. Disraeli; who 
gave figures of his own, in which he included local’taxes 
and the surplus revenue from the Post Office among direct 
taxes. Mr. Noble rejects the addition of the Post Office 
revenue (quite rightly) and separates out " Tolls, Duties, 
etc., from local rates directly paid, adding the former to 
indirect Imperial taxes, and the latter to direct Imperial 
taxes. The three sets of figures for 1871, expressed roundly 
as percentages, come out thus— 

Percentages. 


Mr. Lowe 
Mr. Disraeli 
Nr. Noble 



Direct Taxes, 

Indirect Taxes. 

Neutral. 


26 

61 

13 


52 

42 

6 

* 

37 

_ 4 i_ _ 

18 


‘ See the Note at end of this book 2 pp. 270-284. 
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• In the table that follows, the third column is not used, 
being merged into the body of direct taxes, where it more 
properly belongs. But the case j ust cited shows that figures 
of this kind are useless except to indicate very broad changes. 
It was at this period that Chancellors of the Exchequer 
began to express their anxious desire to “ hold the balance 
even ” between direct and indirect taxes, as if some economic 
law of equilibrium were implied. The phrase continues to 
recur in Budget debates, so that it may not be quite un¬ 
necessary to state that no such law of proportions is known 
to economists. It is purely a political product. Rates 
levied on business premises and on farms arc, of course, 
" indirectly ” levied, in any ordinary sense of the word. 
The tenant pays them, but if he were excused payment, 
his rent would increase proportionately. The classification 
of taxes as Direct or Indirect is discussed in Professor 
Bastable’s “Public Finance,’' Bk. III. chap, iv., and in 
Book III. chap. i. There is a further discussion in Pro¬ 
fessor Bullock’s “ Direct and Indirect Taxes in Economic 
Literature,” in the Political Science Quarterly, XIII. 
(cited by Professor Bastable, “ Public Finance,” III. L). 


Year, 

I ndirect Taxes. 

Direct Taxes 

! w 
l l 

i w 

00 

73 

27 

1851-2 . 

67 

33 

X 86 X -2 ....... 

62 

38 

1871-2 . 

61 

i 39 

x 881-2 . . 

60 

40 

1891-2 . .. 

j 5 f > 

44 

1900-1906 ...... 

| 56 

56 

1910-1911 . 

i 43 

57 


[Different figures will appear according to the definition of " di¬ 
rect ” or “ indirect ” assumed. So long as the same method is used 
throughout (as above), the idea of change is truly given, even if 
each separate figure is inaccurate.] 

By the beginning of this century, we had steadily moved 
to a practical equality as between direct and indirect taxa¬ 
tion. 
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This change is on the whole equivalent to a steeper gradua 
tion of the income-tax. It has other elements, hut that 
is its most important economic effect. Taxes have been 
taken from articles largely purchased by the working classes 
and their equivalents have not appeared to any considerable 
extent in the form of other taxes which the same classes 
me likely to pay. Such a change, in so far as it tends to 
take in taxes the less useful instead of the more useful por¬ 
tions of private incomes, is in harmony with the general 
principle: of economy. 

There are two other important changes implied by the 
lessening of the share of indirect taxation in the national 
receipts—-the change in the class of goods from which most 
of the indirect taxes are raised, as expressed in the abandon¬ 
ment of protective duties, and the change which is makin g 
so as to concentrate the bulk of the amount upon commo¬ 
dities that arc comparatively unnecessary for productive 
ei'Jicicncy—alcoliolic liquors and tobacco. Each of these 
changes, on t he whole, is in its net results in agreement with 
the principle of economy, though in both cases something 
could be said in regard to certain of the gross results to 
show that the principle of economy is not observed. 

I f wo wo uli 1 gather from what has happened and is happen¬ 
ing, some indication of the direction of movement in taxa¬ 
tion, we must examine the course of two currents—that of 
economic and political theory, and that of the practice of 
ruling bodies. Some of the evidence necessary for the 
former inquiry is here before us; for the latter we must 
examine the budgets of the nations, and note their changes 
from decade to decade. 

In economic and political theory we have already marked 
some lines of change, some indications of direction. These 
we may now conveniently gather up and set out. 

First. An understanding of the real nature of a tax: a 
preliminary quite essential in building up any sound princi¬ 
ple of taxation. That understanding is now secured, though 
it is only in times of men yet living that it has been made 
dear. 

Secondly, the abandonment of theories found to be false 
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or useless. Some of these, as that taxes are payments pro¬ 
portioned to the service given—the service of protection 
were in part based on inaccurate conceptions of the nature 

of 3 l tax. 

Thirdly, the greater prominence given to the claims anc 
the duties of the community, and the less prominence given 
to the counter-claims of the individual. This finds expres¬ 
sion in the decay of the notion that taxation is a necessaiy 
evil, to be kept at a minimum ; and in the growth of ideas 
such as that of minimum sacrifice. 

Fourthly, the influence of changes m general economic 
theory: the growing importance of the idea of income as 
against the idea of property or capital; the effects of the 
application of the laws of utility, especially of the lav of 
diminishing utility as applied to incomes; the rolal>ons 
hardly yet examined, between the distribution of wealth 
and the production of wealth: questions long examinee 
in isolation from each other. These changes have caused, 
among other things, the shifting of the support of economists 
from proportional to progressive scales of taxation. _ 

And in political practice we have in England, which w ill 
serve us as well as another country, these things to note. 

First. The steady growth of public expenditure, accom¬ 
panying the growth of public activity. 

Secondly. The gradual abandonment of taxes that check 
production in any form, of taxes on necessities, on commo¬ 
dities generally, on transit, on goods impoited. 

Thirdly. The decrease in indirect taxation (following iiom 
the point last mentioned) and the increase m direct taxation, 
particularly to be noted, in the case of the Income 1 ax. 

Fourthly. The substitution of progressive for proportional 
scales in direct taxes—the Income Tax and Death Duties. 

There is enough here of parallelism between theory and 
practice to be significant, enough to suggest like causes. 
Economists and governments have turned their attention 
more and more, as years have passed by, to the idea of 
income; and this change is important enough to demand 

’ - some consideration. , . 

We are not justified- in assuming that the change is final. 
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or that it is wholly or chiefly a change for the better. "pc 
is a change that is still in the making, and it finds expressiorN, 
in places where it is set out in other forms. There 1 are, for • 'N 
example, two schools of democracy in this country that 
are essentially separated by this question of the primary 
importance of income or of property. Such democrats 
as are to be grouped with Mr. G. K. Chesterton or Mr. 
Hilaire Belloc would achieve the freedom and independence 
of poor people by giving them a security of possession in 
property ; whilst Socialist democrats hope to establish a 
like state of things through a more equal distribution of 
income. 

1 he idea of expressing wealth as income is much newer 
than the idea of expressing it in property. In the earlier 
stages of society, wealth would almost exclusively mean 
the direct and immediate possession of tangible property. 
To-day, a. man may have little property that is his in any 
immediate personal sense, and yet draw a very large income 
from his earnings, or from securities he holds. Income is 
becoming more significant in the practice of life, in economic 
theory, and in political affairs ; chiefly, in this last case, in 
relation to national finance. 

When economists were led by their inquiries into economic 
goods, to consider “ services,” there were two paths open 
to them. Had they followed the one path, and confined 
their studies to economic goods alone, they would not have 
found the phenomena of income of such magnitude as now 
appears. They chose the other path, and by including 
service's in their circle of inquiry, were led to give more 
attention to the. questions that gather round income. 

We are becoming of opinion that property is only of 
economic, significance in so far as it produces income: that 
income is to property as an end to a means. We say that 
Smith is " worth ” so many hundreds or thousands a year. 

Even if we say he is worth £10,000, one of our first impulses 
is to figure out his income at four per cent. 

By a parallel movement, taxation is viewed more in rela¬ 
tion to income than to property. Income taxes, and taxes 
on incomes under other names, in spite of the general 
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opposition that is offered to their establishment, show an 
unmistakable tendency to make a larger part of the total 
sums raised in taxes. Property taxes, as such, 1 show rather 
an opposite tendency. One strong impulse has been the 
steady spread of an understanding of the economic truism 
that taxes are paid by persons, and not by land, or houses, 
or imports. When this is brought alongside the question, 
“ How should taxes be distributed among persons ? ” it 
soon appears that some people with little property are able 
to pay quite large sums in taxes, because of their having 
large incomes. Further, it appears that taxes, however 
levied, are in fact paid out of incomes in the immense 
majority of cases. They are rarely paid by the surrender 
of property. 

It is within the bounds of possibility that we may revert, 
in economics and in politics, to ideas of property rather 
than to ideas of income; or that we may adjust the pro¬ 
portionate significance of each in the direction of thinking 
and acting more in terms of property than in terms of in¬ 
come. But the signs are rather in the other direction. “ I n¬ 
come is a promising idea,” as a modern economist put it. 
Chancellors of the Exchequer sympathize with his view. 

There is, then, a sound arguable case to be made out in 
favour of the view that taxes will continue to be and to 
become of the nature of direct levies upon incomes. There; 
is undoubtedly a future for indirect taxes upon income, 
but there seems to be a prospect of a still longer life for 
direct taxes. The basis of men’s preference for indirect 
taxes is largely psychological. Men dislike paying taxes, 
and they dislike all reminders of unpleasant, things. If 
a smoker pays £i per annum through the indirect tax upon 
tobacco, he can at least forget the unpleasant fact nine 
times out of every ten payments. And he has another 
comfort, also psychological in its nature, in paying an in¬ 
direct tax. He pays in pennies, and not in pounds; and 
he will pay thirty shillings in daily pennies more cheerfully 

1 Property taxes, however, remain or are extended wherever 
property forms a more convenient basis than income—death duties, 
increment duties, local rates on fixed property, for example. 
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than £1 jos. upon a given date in the year, whether at the 
beginning or the end of the year. 

But Inrcfc mnsFC'S of mon fin -Thrmn-io oi i 

,1... .. ir j.... , , ,. mcn ^°"gh slowly, come to take 

"' V * " Tf cnK >tional views that are at first 
r pl»^plncally-minded people. It is M t 

n fH Will for ever be able to rely on 

11 l / ' '' , '" allsl!! s lts °lf m the minds of most of the 

< u.- Oiniri;- r.st lit-i: as “lour shillings and something ” than as 
about mv shillings. Nor is it certain that an economist 
will alwn>r. hr able to say anything so sweeping as the 
following even in the bnited States-” Revenue duties 
on mipoi s aie among the most convenient and popular 
Onus oi taxation, partly because the taxpayer docs not realise 
iw nary the taxes are, and partly because of the common 
h.lut tl,u sma taxes are harm Ay the foreigners who export 
the noods. m (Professor A. S. Johnson, ” Introduction to 
• , i ll,, h , <l Previously. J n the original, the whole 
pa-age, and no the portions hen, noted, stands in italics 
as a heading.) 1 lie number, and the proportionate number 
of <;,h^n, ,n a Male win, believe lil0 f on . igner » can 

he induced oi made („ pay any eonsiderable part of his 
tax-., or who thinks that only a very small part of the price 
oi an mini c of <*'bacon represents a tax, is not a fixed number 
or a fixed proportion, eiflmr in place or in time 

. N,,, ‘N’ 1 th:if <’bi/.ens should continue to be 

ignorant m these matters. If citizenship has in it, as most 
Of US undoubtedly believe it has, some desirable possibilities 
"j developing flu- human race, then for a government to 
abet, encourage, or build upon the ignorance of its citizens 
m such a matter is as evil and vicious as for a despotism to 
abet, encourage or build upon the general ignorance of the 
masses Of , 1 s subjects, ft is not a good thing, but an evil 
flung, that people should be paying shillings in taxation 
whilst having a befogged idea that they are paying pennies, 
bet them know that they are paying shillings, and their 
interest in the manner of spending the shillings will be 
aroused, 'i bis may not always be to the taste of some 
politicians ; Imt it will be of advantage to the body politic. 
Noi is it u good thing that the cheerfulness with which a 
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citizen pays a shilling for a ninepenny article should be 
based on a belief that the foreigner pays twopence towards 
it, whilst the said foreigner is in fact paying a farthing, or 
nothing at all. A government of a free people should not 
seek to hide from the taxpayers what they pay, nor what 
they pay it for. It is true that very often both the govern¬ 
ment and the taxpayers find life made pleasanter by an 
indolent avoidance of the places where unpleasant things 
lie ; and though the general idea that taxes must be paid 
may not be definitely unpleasant in itself, yet the actual 
paying of a tax is to be classed among things that men find 
unpleasant. 

Nor is the method by which a man pays his taxes with 
the least possible consciousness of the reality and amount 
of the tax, any more soundly based economically than 
politically. A man of business is none the better for any 
ignorance of the amounts or proportions of his various 
payments. Production is not increased, nor is the distri¬ 
bution of wealth made any more justly, or in any sense 
more economically, by people thinking that five per cent, 
of their incomes goes in taxes, when in truth it is ten per 
cent. The ignorance of the taxpayers is not a justification 
of indirect taxes, but an explanation of their general accept¬ 
ance. 

It would follow, then, that the readiness of a people to 
pay directly as much as they are prepared to pay indirectly 
(or in part indirectly) is a epumtity that varies in time and 
place with the extent of the knowledge and appreciation 
of the citizens in matters political and economic. Change's 
of methods and systems in taxation that are likely to make 
plainer to the payers what in fact they are paying, are only 
to be made by steps, and by steps varying in magnitude 
according to the stage of advance in political and economic 
knowledge of the people concerned. But changes in the 
contrary direction, deliberately designed to foster the ignor¬ 
ance of the payers, is not susceptible of any justification 
but that of opportunism or expediency. This is not to say 
that it may not be expedient or wise for a government, at 
a given time and place, to gather the bulk of its taxes by 
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methods that take full advantage of the apathy or ignorance 
political or economic, of its citizens. But it is to say that 
a gov eminent is behaving ill that acquiesces in that ignor¬ 
ance, 01 woise, that of set purpose takes no steps to lessen 
it. 

'Vie should keep in mind, in all our considerations and 
conclusions about income as a basis of taxation, that 
although income maybe supported as the best basis of any 
yet tried, 01 suggested (a position quite open to attack), 
it is quite certainly not a perfect basis. A very short con¬ 
sideration of the following cases will show that income, in 
itself, does not measure taxable capacity from all points of 
view. 

A, B, G, 1), etc., are people whose incomes are equal in 
amount. 

A is a, bachelor, drawing £500 a vear from investments in 

Consols. 

h is a doctor, married, with no children, earning £500 a 
year from fees. 

L is his unmarried colleague, drawing an equal amount * 
from a similar source. 

1), another doctor, has a wife* and four children. He 
earns, in fees, ; /qoo, and his wifi* has an annuity of £100. 

F is a shopkeeper who pays income tax on £500 a year. 
His actual income fluctuates, sometimes with violence. 

h is a, novelist and an “ outside contributor. Last year 
he sold tlie MS. of a novel outright for £100. This year 
and part of next he will he busy on another book, which he 
hopes to sell for mono Its success (measured in the money 
it will bring him) is uncertain. He will keep himself going 
for this year on occasional articles. Altogether last "year 
he made £500 ; this year it will probably be £300. Next, 
year it might (with luck) he £700. 

and ,11 duplicate the cases of E and F, on the whole, 
except that li and F are unmarried, and support only them- 
selves, while (* supports a mother, a wife, and two children, 
and If a family of six. 

K's salary is known, and he pays income tax in full 
His neighbour L, who always seems to be able to afford 

I 1 


m 
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more than K, has an uncertain income, and usually pays 
less in taxes than does K. 

We need here only mention and mark the difficulty. It 
is not insuperable, and a little investigation and analysis 
would suffice to sweep away some of the “ A to K ” ano¬ 
malies, or to bring out effective compensating proposals. 
Something of this kind has in fact been done in practical 
legislation. But the difficulties implied are to be kept in 
mind. 


VII. 

Reviewing now the general bearings of the case as we are 
presenting it, we state it in something like a definite sequence. 

The immediate or the final aim of the statesman may 
be to get in his taxes with the least friction possible ; but 
that will not ensure, in itself, that the method adopted 
will do the least possible harm to the nation. 

If a certain amount of taxes must be levied, then, so far 
as that consideration is concerned, he must see to it that 
the amount is forthcoming, by good methods or by worse. 
In that sense, we may, if we like, describe his first principle 
as the principle of Productivity. 

But this does not carry him, or us, very far. If, while 
he is successfully “producing” his taxes, the nation is 
becoming economically impoverished, we shall look in vain 
to the principle of Productivity for further guidance. 

If the statesman is chiefly concerned with the satisfaction 
of wants of all kinds, the wants that give rise to the exist¬ 
ence of taxes being among them, then the effects of different 
taxes, in their hearings upon the production and distribu¬ 
tion of economic goods, will be his first concern. 

This consideration will lead him to take in taxes what 
can best be spared; as much as is needed (or declared 
needed through what organs of expression remain to the 
community), and no more ; all that is needed, and no less. 
Here he will be guided by the principle of economy. 

If he be an autocrat, benevolent or otherwise, he may 
regard one principle only—economy, or productivity, or 
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justice (by whatever code he may prefer) or any other. 
So we may conceive a perfectly wise benevolent autocrat 
deciding upon the principle of economy, bare and unquali¬ 
fied, adopting what we have called a “‘'Procrustean ’’ scale 
and facing, as best lie might, the whirlwind that would 
ensue. 

Such an autocrat, again, more eager to give his people 
what they will immediately accept than to give them what 
they most need, and timid of whirlwinds, may regulate his 
taxes according to the code of justice as conceived in the 
time and place where he finds himself. He will meet with 
a minimum ot disaffection {if we leave bare quantities out 
of the account for the moment), but the only guarantee 
against economic injur}' that will stand in his system, will 
be the instinctive adjustment that human institutions 
constant!}- make between their moral and other codes; 
tilings violently unjust, by their code, will not as a rule be 
things wisely economical, and vice versa. 'Ibis view throws 
the principle ol justice against its proper background. It 
is a sale, practical, inexact, slowly-changing, conservative 
principle, in harmony with most things human, unscientific, 
comfortable, easily underslood, and as acceptable to the 
mass of men as other unscientific, comfortable, and quite 
human things, from beer and tobacco to popular literature 
and popular theology. It is “ the spirit of the age ” ex¬ 
pressed in terms of taxing. 

We fall easily into the way of speaking of taxes (like other 
governmental acts), as things imposed upon a nation from 
without, rather than as things resolved on, and acted on, 
by a community for itself. We change to t lice latter con¬ 
ception upon sudden remembrance of the theory of demo¬ 
cratic government, but we tend constantly to fall back into 
the view of " things imposed/' Our attitude reflects the 
facts of life and of government. We have not yet built 
ll P a SO(k bl machinery for actual self-government: we have 
no working model ; and it is this fact that makes the signi¬ 
ficance ol the idea of gradualness in change. For where 
a community, with effective power over its own affairs, 
is convinced that a certain step is advisable—as towards, 
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or actually to, a certain scheme of taxation, there is less 
need to divide the step into two, or ten, or any number of 
different steps, than when an imposing body has to consider 
the possible resentments of the bearers of impositions. 
Modem democratically-governed states stand between the 
two positions. In a sense, they impose their own taxes. 
In a sense, the taxes are imposed on them. The picture of 
the members of a community conferring to discover the 
best known plan of taxation, and taking immediate steps 
to put it into practice, does not fit in the frame of actual 
communities in being. In a confused and untidy way, 
the thing does take place ; but the first process of discovery 
is never complete and decisive, much less unanimous, at 
the time when steps begin to be taken for the second pro¬ 
cess, that of working out the findings into practice. There 
are always sincere challenges of the findings, always the 
objections (sincere in another sense) of those whose interests 
seem threatened. Most troublesome of all, these two are 
confused, the more so as it is to the interest of the latter 
class of objectors to assume the protective colouring of the 
former. 

Thus whenever we come to consider the definite act of 
translating any principle of taxation into terms of actuality, 
we need to have before us the community as it exists in fact, 
with its knowledge and ignorance, its beliefs, its customs, 
its code of conduct, its deeper and its shallower ruts and 
grooves of daily thought and action, its machinery of social 
life, its conscious past, its conscious and sub-conscious 
present. With this material, not only legislators and poli¬ 
ticians must work, but effective economists also. We see 
the community imposing taxes, and the individual suffering 
them, or, as the individual taxpayer often puts it, suffering 
from them. 



' ' CHAPTER IV. 

The Limitations of the Principle of Economy. 

I. 

We have now considered the content of the term Economy, 
as standing for a principle of taxation, and we have referred 
also to its implications. There are still to be considered 
its limitations—those limitations which prevent its being a 
sole principle; and further, the complementary principles 
or modifications which the existence of these limitations 
makes necessary. 

From the point of view of the economist pure and simple, 
we may upon good grounds declare for Economy as a sole 
piinciple of taxation, classing other rules or maxims, not 
as principles at all, but as political expediencies, governed 
and controlled by the ethical prejudices and convictions, 
by the administrative convenience, and by the vested or 
immanent interests of varous groups of taxpayers. The 
arrangement might be much in this fashion. 

1. Principle of Taxation—Economy ; securing that the 
least useful monies are collected ; that the productiveness 
of the community is hurt as little as the amount collected 
permits; that the distribution of wealth, if altered, is not 
so altered as to lessen productiveness ; that the same thing 
is secured as regards the distribution of population; that 
the cost of collection is small; that what remains when this 
cost is taken from the total of the amounts paid directly 
and indirectly by the taxpayers is approximately equal to 
the amount received by the State. 

2. Expediencies; or Political Rules of Taxation. 

{a) Such as are advisable in order that no section of the 
community shall be so weighted as to enlist the 
219 
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sympathies of other sections; or, though less 
urgently, in order that no section shall be very 
strongly convinced of unfair treatment, for any 
considerable period, even if other sections are un¬ 
sympathetic. For if government is to be by general 
consent, it must secure as nearly as may be, a general 
content. 

(b) Such as are advisable in order that what Professor 

Cannan has called “ legitimate expectations ” may 
be respected (“ Memoranda,” p. 165)- This is a 
particular aspect of (a). 

(c) Such as are needed to secure the smooth working of 

the machinery of taxation—a convenient, method 
of collection, suited to the payers in regard to time, 
place, and manner of payment, avoidance of irrita¬ 
tion, freedom from incentives or opportunities of 
evasion, steadiness and regularity, correct balancing 
between the amount actually levied and the amount 
required. 

Economy, as a principle of taxation, is represented above 
as securing those effects most economically desirable in 
connection with six points; briefly— 

1. The least useful monies. 

2. The effect upon productiveness. 

3. The effect upon distribution of wealth. 

4. The effect upon distribution of population. 

5. The cost of collection. 

6. The total cost to the payers. 

A consideration of these six points naturally suggests 
a method of grouping them. It is plain, for example, that 
there is overlapping, since the last four, at least, may fairly 
be considered under the general heading of the second 
More closely related to our inquiry is a rearrangement from 
the point of view of the several interests of the community, 
the State, and the individual. This at once brings out the 
fact that all except the fifth, and more particularly all the 
first four, are framed as if with one chief objective, the well- 
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being of the community, without regard to the interests 
of individuals as such. The fifth deals with the establish¬ 
ment charges and working expenses of a State Department, 
and represents the. principle of economy as applied by the 
State to its own machinery. The last is applied as to the 
individual payers, but it is often of greater importance to 
the indirect than to the direct payers; and the indirect 
payers may form the bulk of the community. Thus in the 
case of import’'duties cited by M. Gide 1 the excess of the 
total cost to the consumers over the total receipts by the 
Treasury is of far greater moment to the consumers of wheat 
(the community generally) than to the importers who 
directly pay the tax. Lastly, we may note that the first 
of the six points brings up a sharp antithesis, setting the 
interests of the community and the individual in two dis¬ 
tinct categories, and quite possibly sacrificing the latter 
to the former. 

There emerges now a possible classification on these lines— 
The Principle of Economy in Taxation. 

.1. The State, considering chiefly or solely the interests 
of the: community, will distribute* and levy taxes (the raising 
of certain sums being already decided upon), 

(1) in such ways as will check the production of economic 

goods as little as possible, or not at all; 

and more particularly, 

(2) in such ways as will not help to cause any changes 

in the distribution of wealth as will in turn check 
the production of economic goods; 

(,;) or, in such ways as will not have any similar effect 
upon the distribution of population. 

{! his covers points 2, 3> and 4 of the six points hrst cited.) 

H. The State, definitely setting the interests of the com¬ 
munity above the interests of individuals, will distribute 
and levy taxes 


* See ante, p. 171. 
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(1) so that the less useful parts of incomes will be taken 

before the more useful parts; 

and also 

(2) so that the ultimate or real payers will each pay only, 

as a consequence of the tax, the equivalent of 
their shares in the total receipts of the Exchequer. 

(The first of these is point 1 of the group as set out above, 
and the second corresponds to point 6.) As for this last, 
it appears to represent the State as safeguarding the in¬ 
terests of individuals, rather than as setting other interests 
—those of the community—over them. In fact, it repre¬ 
sents the State as setting the interests of the larger group 
(generally the consumers, who will sometimes include the 
greater part of the community) above the interests of a 
smaller group, as the producers in a particular industry. 

C. The State in its function as the administrative organ 
of the community in the matter of taxation will so levy 
and collect taxes, 

that the establishment charges and working ex¬ 
penses of the administrative machinery may be 
kept at the lowest figure compatible with efficiency. 

We get a view, then, of the State pursuing Economy in 
the matter of taxes along three parallel paths, of which one 
(the third here mentioned) is relatively a minor path ; the 
three being, in further summary— 

A. Regard for the powers of production of the community. 

B. Regard for the general interest where that may be 
opposed by individual interests. 

C. Regard for the working costs of the machinery it sets 

U P\ 

Further, as to what we have called Expediencies, or 
Political Rules of Taxation. The first (a, p, 213) covers 
a due regard for opinion; the second (b, p. 214) regard 
for vested interests and expectancies ; the third (c, p. 214 
consideration for the smaller human passions, and arrange¬ 
ments for inducing the natural emotional man to act as 
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the conventional rational man that civilization would 
make of him—a taxpayer, or a tax-collector, in this aspect 
of him. All three groups of expediencies, in fact, are related 
to man as an emotional being, for that is a much closer 
description of him than the eighteenth century term, " a 
rational animal.” He is indeed rational, but still more is 
he emotional, and the administration that pays no heed to 
his emotions is likely to be swept away {perhaps violently) 
by their expression. The first expediency is broadly the 
expression of what is meant by ” Liberalism” on the Con¬ 
tinent, the second represents the steadying force of con¬ 
servatism, and the third, the organizing and administrative 
work of officialism or bureaucracy. The first and second 
both express what has been classed under the terms Justice, 
Equity, and the narrower terms that have been used to 
define Justice or Equity more exactly—Proportionality, 
Generality, Graduation, and so forth. They differ in that 
the first is directed more towards personal claims, and the 
second towards what are called the claims of property, a 
phrasing winch often confuses thought, for property cannot 
have claims or rights: such things can only properly be 
posited of the animate world. The distinction is between 
the rights or claims made by or for persons in virtue of their 
existence as persons and citizens, and those made by or 
for persons in virtue of their standing as legally-accredited 
holders of property. In practice, the distinction is very 
sharply drawn. An example, apt to the matter in hand, 
will illustrate how sharply. 

The passage containing the phrase “ legitimate expecta¬ 
tions ” runs in this manner. " The fourth generalization 
is one in which all except revolutionary socialists agree, 
ft is that it is inequitable to disappoint legitimate expecta¬ 
tions. Of course, the difficulty here is to say what are legi¬ 
timate expectations, and it is quite hopeless to expect any 
two persons to agree absolutely as to where legitimate 
expectations end and illegitimate expectations begin" 
(" Memoranda,” pp. 165-166). Nevertheless, whenever there 
has been a question touching the compensation to be allowed 
for interference with definite vested interests, such as pro- 
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perty rights, it has been discussed on the basis of “ How 
Much ? ” But where the claims are less material and defi¬ 
nite, the doctrine of “ legitimate interests ” may not even 
appear. When the Elementary Education Act of 1870 
was passed, a large number of parents were set a new task, 
a relatively severe task—that of paying directly part of 
the costs of education of their children. Parents with 
children whom they hoped would shortly be earning enough 
to ease the strain of providing the family expenses, a hope 
which could hardly at the time be described as an illegitimate 
expectation, since it was sanctioned by custom and had 
for centuries been legal, were baulked of their legitimate 
expectations, and no question of compensation in any form 
was debated. Yet the toll was relatively large; it was in 
cases from a fiftieth to a twentieth of the family income. 
A corresponding new demand, made of citizens in respect 
of their interests in property, would have been met by a 
very warm discussion. But, being made from parents as 
parents, and not from property-owners as such, so lar from 
“all except revolutionary socialists” raising the banner 
of legitimate expectations, there was no discussion of that 
aspect at all, or none worth mentioning. And a like case 
occurs at each raising of the school leaving age. It will 
occur when the half-time system is abolished. 

Of course, in final reference., all these things come to the 
question of the clash of public and private interests, and if 
private interests are more alert in defence and sell-assertion 
in some cases than in others, they will receive proportionate 
attention. The whole subject of taxation is <0 be thrashed 
out as a conflict; of private and public interests. The public 
case, generally speaking, is expressed through tlit: principle 
of Economy as we have defined it, and the adjustments made 
to avoid causing a feeling of inequity us between individuals 
and classes, and to secure a smooth running of the machinery, 
are more expressly related to consideration for private 
interests. 

This offsetting of the principle of Economy with the public 
aspect of taxation, and the remaining maxims or expedi¬ 
encies with the private aspects, is not offered as an exact 
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classification. It will be found, however, that it covers most 
of the ground. The chief duty of the State, in the matter 
of taxing, is to have regard for the interests of the whole 
community, and its method is by the principle of economy. 
It must regard also the beliefs and prejudices of the citizens, 
and here it finds that certain methods of collecting are 
desii able, and othei s undesirable \ that certain taxes are 
less acceptable to the payers than are others, which may yet 
in theii economic effects amount to the same thing \ that 
a certain scale of graduation is at a given time accepted as 
a rough approximation to justice, whilst a more steeply 
graduated scale would be furiously opposed by certain 
classes, and a less steeply graduated scale would call forth 
an outcry from other classes. In this matter the general 
conservatism of men shows itself very clearly. People 
have a tendency to accept what they have been accustomed 
to as the proper thing, as well as the normal thing. The 
economists of a hundred years ago thought the population 
of England was just about right—a few hundred thousand 
too many, perhaps, but roughly speaking, about sufficient. 
The population has increased greatly since then, and most 
of us are inclined to accept the present numbers as what 
they ought to be. 

It is so with taxes. The Chancellor who makes no change 
stirs up no feeling against himself. “ An old tax is no tax ” 
is a phrase that aptly describes this tendency. The present 
English scales of Death Duties and Income Tax would have 
been almost universally denounced as monstrous, if they 
had been suggested a century ago. If they were now moved 
back to Proportionalism, a cry of injustice would arise from 
the Labour benches ; if towards a steeper scale, that cry 
would come from another quarter. 

'fhe tendency is equally marked among writers on social 
and economic questions. Stanley Jevons wrote in 1869; 
“ I venture to affirm that the available information suffi¬ 
ciently proves that no great inequality of taxation exists,” 
and similar or stronger statements may be found in a large 
number of economists of repute for at least a century back. 
Yet since 1869 the proportions of direct and indirect taxa- 
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tion have almost exactly been reversed, and new features 
of such importance as the graduated Death Duties, the 
differentiation between earned and unearned incomes, and 
the super-tax have been added to our system. Either there 
was considerable inequality then, or there is now—or ideas 
of equality have changed. 


II. 

We shall be able to form some idea of what things are 
left uncovered by the principle of Economy if we recall the 
various principles and maxims that, as we have seen, have 
at one time or another been put forward. 

First, we have, as included more or less in the principle 
of Economy— 

x. Exemption of Minimum. 

2. Graduation. 

3. Minimum Sacrifice. 

4. Certainty (see below). 

This is not quite satisfactory, since each of the first three 
may be as well discussed under the heading " Justice ” as 
under " Economy.” But we have discussed them here 
from the point of view of economy, which is as reasonable 
a method as any other, and according to our argument the 
case for them is that they are desirable ideals just, in so far 
as they secure the taking of less useful instead of more useful 
parts of incomes for national purposes. 

Next, corresponding with our first expediency {a), we 
have— 

Equity (Justice, Generality, Ability). 

And corresponding with our second expediency ( h )~. 

x. Convenience. 

2. Consistency. 

3. Elasticity, and perhaps— 

4. Certainty. 

" Certainty ” is rather difficult to place. Uncertainty as 
to the amount, or even as to the time of payment, would 
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tend to act as a check upon production. On the whole, 
Certainty might be classed under Economy. 

Next we have some principles which are no longer strongly 
held by administrators or by economists, to any extent— 

r. Diffusion. 

2. Unity. 

3. Proportionality. 

“ Relation to Franchise ” is a purely political question, 
now only important in most modern countries as far as it 
concerns women taxpayers. It could be discussed under 
"Justice” or under the administrative expedients of the 
third group. 

“ Productivity ” would go, if anywhere, in the third 
group ; but it does not readily lend itself to our classification. 

What emerges is that when we have had regard for the 
principle of Economy, we must have regard for the emotions 
of men. We come back, after recalling and arranging the 
" principles,” “ maxims,” " canons,” “ rules ” of taxation, 
to the view already expressed. Taxes affect production. 
Then let production be checked as little as possible. Taxes 
are not paid by economic men, but by human beings. Then 
outrage their feelings, rouse their prejudices, irritate them, 
as little as possible. 

To the administrator, to the statesman, to the politician, 
the second of these things may often weigh more than the 
first, or at least he more insistent. But in so far as he 
sacrifices the first to the second he is acting by expediency, 
and not by principle ; by political principles perhaps, but 
certainly not by economic principles. 

In the practice of life these things are settled by the fact 
of quantitative thinking taking the place of qualitative 
thinking. The method, which has sometimes been adopted, 
of arranging the rules and principles of taxation in a 
sequence of importance, so that the less important rule shall 
give place to the more important, does not adequately 
describe what happens. The only sequence and relativity 
here advocated is that Economy shall stand first. Yet even 
that cannot be posited in bare qualitative fashion. We 
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cannot say that a Chancellor will, or shall, or ought to put 
Economy before Justice. The question “ How Much ? ” 
arises. Certainly a very economical tax should have pre¬ 
cedence over one that a small class will think rather unjust. 
But what manner of statesmanship would that be, that put 
forth a scheme of taxes likely to secure a very little more 
economy at the cost of arousing a great and bitter feeling 
of injustice in the minds of most of the citizens ? We do 
not speak of taxes that are in fact unjust, for as we have 
seen, there is no fixed criterion of justice, apart from legal, 
moral and customary codes. We must deal with the sense 
of injustice, as it is felt. As for the grounds of it, that is to 
be dealt with by discussion and argument, by the educative 
forces that work on the minds of men ; and this must very 
largely precede the actual taxing. It might here be urged 
that in the case of the 1909 Budget, the " education of public- 
opinion ” was undertaken by both parties after the scheme 
was introduced. That is true enough, but it is also true 
that in the main the people who were for or againsi the 
Budget in April were for or against it in December. It is 
true that men’s ideas as to what constitutes a just distribu¬ 
tion of taxation have changed, and arc changing, but the 
process is a slow one. 

Between sacrificing a little j ustiee to gain much in economy 
and losing a little economy to avoid what will be thought a 
terrible injustice, there lie many gradations; and where 
these occur there must be a quantitative calculation oi sum,, 
sort before a decision is taken. “ Economy should take 
piecedence oi all other considerations” is a. sound rule, 
accoiding to the ideas here set forth ; but not invspuefive 
of all quantities. It is only true so long as we speak quali ■ 
tatively. It ceases to be true when the other considerations 
weigh heavily with men, or when the economies in question 
are so small as to weigh lightly. Further than this, we imd 
it difficult to go. 11 we can imagine an equivalence of 
economy as against x expressed in equity and convenience 
(rather a hopeless imagining) then indeed we may unhesi¬ 
tatingly put the claims of economy first; with this proviso, 
that except in times of great excitement, men do not readily 
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make very big changes of any kind, not even to secure rather 
large gains ; or, in other words, the .v representing the ]pro¬ 
posed change must be small as compared with the whole. of 
which it forms a part, i.e. the total revenue, or the iutalit v 
of the tax-system. Jduf when we would ask ourselves 
whether .v economy may* rightly or snfr]y he nthmpied at 
the cost of 2.v, or or g.v, expressed in terms of injiwtice 
felt or irritation aroused, we ran mid no general arnwer. 
Oxygen is more vital to life than food ; ym men live in air 
that is relatively poor in oxygen, in order tu obf a in food, ami 
are not uniformly willing to g«> from Eetlmal Oivmg where 
they earn their food, to Salisbury Plain, where the air is 
purer, but where fund - lor t hem wt mid he lew ra-ilv 
earned, 

SupjMe-e mnv that the whole e,i - * ’ Wert* Imih up with the 
idea of fixing; J ad ire rather than lb < *m um a- a nr d pi in* 
eiple, Would it be pO' dble Pmnala* a • go^d a 5 a e, or per- 
ha pa a better rare:' We think not ; but an ouiline r d tin* 
attempt should he indnative. 

To begin with, we are met bv tin* dike, ult v of dw.nine 
Just ire. It cannot be the legal rode, lor ear It rhatwr in 
taxation makes a change in the legal code o| u hieh if w a 
part, and every important rhange might he eherked f htough 
being inconsistent with the legal mde ol t- moment. 
People who owned motor-ears were reerntly walled upon to 
pay a new tax, which formed no part ol the legal rode at 
the time they bought their cars. I hev might then invoke 
the legal code as it stood, the moment he|o?e the new tax 
was laid on them, to grow the injustice o| the tax. In ime, 
the legal ('ode as a rriterion of justice, with justice :r- a nrd 
principle of taxation, would go lar to fix the system ol taxa 
lion whie.h happened to l)e in use at the time when this 
method was adopted. 

Could we then take the moral eode t or rather, a terfain 
moral code ? We must ronsider what it is. A moral code 
is either a di\dnety**glven system ol law, or the expression 
of socially-developed convent ions into rules that have been 
defined and sfrengdhened by custom. As for the former, 
it belongs to theology, and there we must in this connection 
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leave it. The latter renders morals into manners, customs, 
conventions. These things have fluidity, and not fixity, 
change and not permanence. That, however, will not of 
itself obstruct us much. The prevailing code at any given 
time will suffice for the taxes proposed at that time. 

But there will not be a general agreement as to whether 
a proposed tax is j ust or unjust, exactly because the standard 
of judgment is not fixed. This also is not insuperable. It 
will rarely happen that the community is equally divided, 
and as in other things the majority will have it. 

Now If we secure what the majority count as just, what 
other of the requirements in the various principles or maxims 
we have reviewed are thereby also secured? Above all, 
what measure of economy is secured ? Nothing of economy 
is necessarily secured. A people ignorant of economics, but 
passionate for justice as they view it, is equally likely to 
accept a progressive, or a proportional, or a. degressive 
scale of taxation, according to the general circumstances 
of their lives, and to their beliefs and prejudices. 
They are as likely to be Free Traders as Protectionists, 
apart from all economic considerations; as likely to 
tax one thing only as to tax everything, to tax capital, 
or commodities, as to tax incomes This is to speak 
of an imaginary nation ; but it is also exactly true of any 
nation that puts the principle of justice first, up to the point 
when they begin to consider economic effects aha?. '1 he 
principle of justice implies that: people will be sutkw.ed that 
their taxes are not unjust, but if implies no more. 

The same thing is not true of the, principle of economy. 
We can take mud her imaginary nation, that considered 
economy first, and follow it to the [joint, when.* other con¬ 
siderations came in. Productivity would be encouraged, 
as compared with the first nation (we must suppose them 
otherwise alike), industry would thrive, wealth increase, at 
a faster rate. Those tilings would not only mollify the 4 sense* 
of injustice (we are considering justice to have been ignored 
so far), but they would alter the ideas hold, about injustice. 
What was working for the general benefit, it: would be said, 
could not be altogether unjust. It would not be long before 
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the economist party would claim to be exponents of justice 
equally with their opponents. 

Vie have seenjivo that inquiries directed towards a satis¬ 
factory description ol police have converged towards the 
point to which Economy more immediately leads. Equity 
is dckned as Ability to Pay. I hat is measured by Propor¬ 
tionality in npxn oi income. Proportionality is modified 
]>y the Exemption ni .Minimum Incomes, which leads to 
ProgivsMmi. Pnyiv-m ui ha- no standard of measurement, 
and the doctrine ol A: minium sacrifice is applied to if, which 
will fix lie 1 stale in harmony with the law oi diminishing 
utility : a law that tla- principle of economy applies at once. 

What, tail her, ol n*iaf iwly minor niles, such as Con¬ 
venience, Certainly, Consistency, Electricity ? They are 
all of (hem more important mi account of their relation to 
privale and cmmmmal **< mimny than in relation to ideas of 
justice. A taxpayer will certainly feel that Ik* is the more 
juslly treated in proportion as his convenience is suited in 
the taxing, as he can count safely on the relative fixity of the 
tax, and as the various faxes an* not irritatingly inconsis¬ 
tent. Huf 1 he chief value of such rules is nevertheless in 
t heir economic effects upon production. It is lor such effects 
that he values fhem. 1 he economic aspect is paramount. 

We are not urging that if Economy is secured, it will 
carry with it all other good things. Bui we are urging, first, 
that Economy is the most important and most influential 
thing, and that it carries with it a larger proportion of other 
desirable elements than would any other rub*. Further, 
we are claiming that a. system ol taxation should be built 
upon what is definite, fixed, and measurable, rather than 
on some* other thing (which may be equally desirable other¬ 
wise) which is indefinite, unfixed, and immeasurable. Equity 
or Justice, as we have partly demons!rated, partakes of 
tlu'se latter charaeferistics rather than of the former; and 
the reverse is more true of Economy. 

It will throw some further light upon the relative position 
of Economy in questions of taxation if we consider for a 
moment whether the other principles or rules that should 
he added to Economy are of the nature of correctives or of 

Q 
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complements. For if they are correctives, they indicate to 
that extent the possibility of error in a system based on 
Economy alone. If they are complements, they indicate 
only that Economy does not cover the whole ground. 

Just so far as a rigid application of the principle of Eco¬ 
nomy to an existing system would arouse a feeling of injus¬ 
tice, just so widely as that feeling extended, just so long as 
it was held, it must be maintained that correctives are called 
for. We have seen that by its very nature, Justice is a 
varying and changing thing, as applied in human govern¬ 
mental affairs, and by men's judgment of them ; and hence 
all changes for the sake of economy are likely to stir up some 
feeling of injustice. But so indeed do all changes in taxation 
for any sake—that is, all changes in the manner of levying. 
There must be some who under the new system are harder 
hit, or at least relatively harder hit, than under the old. 
The justification of the change is the public advantage ; and 
that is almost entirely expressed in Economy. 

Rules about Convenience, Certainty, Consistency, Elas¬ 
ticity we cited as being partly contained in the principle of 
Economy (the first three, at least, since their observance 
prevents friction in the business of producing things); 
partly complementary to it, in that they ease the working 
of the administrative machinery ; and partly corrective, 
as helping to allay any feeling of irritation and injustice 
that might be aroused by any methods that considered 
Economy only. But the dash between Economy and other 
rules is not vital or inherent. No nation that has adopted 
a more economical system is very likely to return to a less 
economical one. We cannot say more than “ not very 
likely," for the thing has happened. Rut the broad move¬ 
ment of the systems of civilised states is not in that direction. 
It is safe to say that the tax-systems of to-day are more 
economical than those of a century ago, and that those of 
a century hence are likelier to be more than to be less 
economical than those of to-day. 

Further, as we have already suggested,. an economical 
system changes the public view so as to produce its own 
justification. It justifies itself first in action, and as a result 
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mediary (the principle of taxation under exnmmation) may 
j, c t further from public utility by being moved up nr down, 
and so getting further also from prn< tRalily. A principle 
of taxation is'not the readier of appli'.'ition in the practice 
of life simply because it is far from satblyiir:. the practical 
needs of the day. 

A truer figure would he ba.-ed upon u 1 in I<', uho e aiea 
would represent public advantage, ot uhi'h one -«•*_ t«-r 
would be the public advantage in relation to taxation, the 
true principle of taxation, whether Kmuumv ..r-onie other, 
would then appear as the arc ol that 1,11 t"U limitnc- and 
cl,.tilling the public advantage a,, expo yd in taxation. 
Actual' schemes, of taxation would lie in thi - 1 tm within 

(lie circle, or in the continuation of the . r< tor ■' diu-rain 


next page). 

Theare Al’.would represent the prim iplenl mxmmn, tlw 
arc AC might stand for the principle ni dmuM i.h v, mid so 
forth. The figure, ol course, is a liguir ouh , not a ba-ts 
lor inferences. I he point in immediate ipu timi >■ rimptv 
the relation between (1) tax \ !em , (.:) tax prim iph--. and 
{.;) the general welfare. 

What room, then, does such u view allow for the plur, 01 
political expediency? If, for instance, the economists of 
this or any country were to triune a scheme of taxation at 
once widely different from the seheme in a-tual me, and 
confessedly in aceonianee with the general welfare or public, 
advantage--perhaps even perfectly so in an ..id to what 
extent would its immediate acceptance be 1 on muaid 01 
dissonant with the prae.tieal political wbdom of politicians 
and statesmen dealing with citizens; aitual men dealing 
with actual men? 

From another approach we have alreadv come to an an¬ 
swer, to be summarised in " gradunlne-i. " ; but ihi. was 
not directly related to the idea of public advantage, liow 
should we consider it in this aspect ? hoi in the whole aie.i 
of the circle representing the idea (oi the l.ei) oi public 
advantage, we have supposed to lie all muttei . atm, ling, tin- 
advantage of the social fabric, whether political, umial, 
economic, or other. 'I here should 1 >•• an an .wet, then, 
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directly derivable from this statement of social affairs. 

The answer would be, that the social life of man in a 
nation is a unity made up of economic, political, and other 



Diagram of Taxes and Public Advantage. 
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system of taxation, and yet so disturb men's moral poise 
m regard to ideas of justice, or so disturb their intellectual 
poise in regard to the efforts demanded in grasping assi 
milating, and adjusting the new ideas, standards, relations 
connected with change, that the net gain, in the way of 
general public advantage, may be little, or nothing. There 
may be a net loss. In its application to our immediate 
problem this marks out as the limit of the application of 
the principle <>f economy, the point where the definite 
economic gam to be obtained by a stricter application of 
economy is exactly neutralised, in terms of public .utility, 
by an equivalent loss in the total public advantage, in terms 
ci any human desirables whatever that may be included 
under the phrase “ general public advantage.” In terms 
of our figure of tin* circle, we might put it that if a system 
ul I a xa I inn is improved, and represented by a wedge pene- 
Iralin;; a circle, so that the fullest advantage is obtained 
uiurn I lie apex of the wedge is at the centre of the circle, 
liif .".ain ot (he movement towards the centre is lessened 
exactly in proportion to the disturbance caused by the 
“ ■■'pitting " effect of the penetrating wedge. Or, still in 
terms .if tile figure, we may say that the various principles 
adopted (winch are arcs of the circle) should be in alignment, 
so (hat the arcs join and form the continuous circumference 
of a complete circle. The conception of the movable sector 
or wedge more accurately fits our problem : but in both 
cases, of course, it is necessary to insist that the figure is 
only a figure. 

1 hus again we arrive at gradualness as the essential 
limiting concomitant of the principle of economy. “Make 
your taxes constantly more economic, and make your 
changes slowly ” would be the practical rule resulting from 
our argument and inquiry. 


IV. 

If we flinch—as many may well do—from the conclusions 
1 o which our inquiry has led us, or from some of the more 
alarming aspects of these conclusions, we may with profit 
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stand and consider the alternatives before us ; like a pros¬ 
pector or explorer, whose course has led him to a diihcult 
and windswept hill slope, counting up the paths still open 
to him, should he blench from the steep hill ahead. ^ 
First, there is the alternative of immediate return, rot 
the traveller that may be simple, but for us, heirs and ances¬ 
tors of socially-living men, it lacks the simplicity of a sta.it- 
ing place to which we may return. It is ages since the 
journey was begun, and there have been many long halts 
and stops. The plain suggestion arises that we should 
return, if we are to return at all, to one of the latest stoj >pmg- 
places. What arc these ? The nearest point of a long hall 
is, in reference to our immediate hill of difficulty, the doc¬ 
trine of Proportional Taxation. It offers tlu* advantage ol 
security, from the point of view of all holders ol capital or 
of income above the average of any given tunc and place. 
It offers, further, a fixed mathematical scale ol ehaige>. 
A with £r,ooo capital or income shall pay twice as much as 
B, with"£500 capital or income, anil not a penny her, or 
more. It'satisfies, moreover, the cruder, more eleinenlal, 
and more widely spread of human conceptions ol qu.ui 1.1 
tive and apportioned justice in this matter. Whoever has 
not inquired into the thing (and that is to say, the bulk of 
men) will readily accept the idea that a. fax ol /,5 taken 1mm 
a total of £500 is cquivalated by a lax of £10 taken from a. 
total of £1,000. In figures and amounts it is, in very tact. 
In persons, as we have seen, it: is not. But men were 
content with it for a long period. 

There are two difficulties to be fared, however, it we 
would make such a ref uni. 1 here are. paths made, outposts 
constructed, human settlements established, along the line 
of retreat, and these must he abandoned, for then' are, 
first, such areas and provinces of economic, theory as have 
been mapped and charted on the route the theory ol dimin¬ 
ishing utilities as applied to individual incomes, the theory 
of marginal utilities as applied to spending, in the effort t<> 
get the same marginal utility in each item of expenditure. 
We cannot consistently abandon these theories in taxation 
and yet retain them for other branches of economics, without 
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giving ourselves and others sufficient explanation for the 
differentiation. There are explanations to be given—the 
fear of affecting future saving, for example. They have 
often been stated, but they would now need more than 
statement. 1 hey would need to be established as adequate. 

I he other difficulty is that we have figured, in our simile 
ol the explorer, as the establishment of human settlements, 
for in the Imancial systems of modern nations there are 
groups ol taxes arranged deliberately according to non- 
proportional progressive scales. The mere existence of these 
makes a formidable barrier in the line of retreat. 

An alternative course, which might or might not be 
reckoned as another line of retreat (here we view it in that 
light) is in an abandonment of direct taxes, and a deliberate 
rhorl at obtaining all or most of our taxes by indirect im¬ 
posts by customs, excise, protective, or similar duties. 
A political school and party might quite conceivably arise, 
with the avowed object of bringing about such a change, a 

New lariii Reform Party,” or “Commodity-Tax Party.” 
It would not be altogether new, for among the writers cited 
in Chapter 11 there are some stalwart advocates of Con¬ 
sumption-Taxes. There is nothing impossible in the idea 
of the advent of such a cry as “ Revenue by Tariffs Only,” 
or “ Tax Things, not Men.” War cries of no greater intelli¬ 
gence have gathered thousands round their symbols, and 
will again. However, be it likely or unlikely, it stands as 
a distinct alternative. There may be classed with it such 
similar plans (similar, that is, in relation to our immediate 
point) as a. Single Tax, whether on Land Values, on Rents 
(with or without Quasi-Rents), or on Profits. We have 
already stated a case for the belief that if there is to be one 
tax only, it should be assessed on incomes. 

One alternative remains. We may avoid the difficulty 
by avoiding taxation. It is not taxes, as such, that States 
need, but revenue. Is there any sufficient source, apart 
from taxation, by which a State might conceivably secure a 
sufficient revenue ? There is certainly one, and perhaps one 

only-.State property. When we gather into one view the 

present position of the states and municipalities of the world, 
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in relation to State railways, municipal trading, nationalis¬ 
ation schemes and practices, revenue-yielding public works 
of all kinds, and set them in their place in the tables of public 
finance, we find a definite and interesting inquiry suggested. 
What arc the relative changes in proportions, in the increas¬ 
ing amounts of public revenues, between taxation on the 
one hand, and revenue from public property on the other ? 
The total revenue, the income from taxes, the income from 
State and municipal property, are all increasing. But 
of the total revenue it is probable—we may say certain, 
that the amounts contributed from these two sources will 
continue to change in relative bulk. "It is possible that one 
may dwindle, and the other grow. It may be that States 
and municipalities will abandon all or most of the profit¬ 
making enterprises in which they are at present concerned, 

and aim at obtaining the bulk of their reveni.les from taxes 

alone. It may be that they will embark on fredi schemes 
of State and municipal trading, and, if successful in obtain¬ 
ing profit-revenue, gradually abandon methods of taxation. 
If we survey the Budget changes of this country, tor the 
last thirty years, let us say, we shall certainly inler that, the 
movement is towards more taxes, rather than towards more 
profits. The growth of municipal trading in this country, 
the State-owned railways, canals, forests, of other lands, 
however, point fhe other way. We are yet so close to the 
parting of the ways— considering tlit* civilised world as a 
whole—that it is still open to debate whether the human 
race is travelling along one or the other path. This, how¬ 
ever, seems certain, that the Budgets of a, century lienee 
are likely to show, as a main and overdue lowing item, one 
great source of revenue, and that will he. either taxers or 
Profits, the oilier of these I wo great, items may actually 
have disappeared altogether. The selection of the item is 
one of the results that will follow when the w hole question of 
what is now called Socialism is no longer a quest ion about 
which men can debate with any lierceiuss. 1 hi: question 
of taxation, however, must not ho conceived as a derivative 
question, awaiting’ the final answer to some other simple 
definite question. There are degrees and quantities in 
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Socialism and in tlie composition of budgets. States will 
go on, and \vi<! ''Mlirf revenues ; there will be changes and 
eoimPr-rirmr.-s ; the cataclysm is not an inherent and 

essential iv bad i.f human development. 

S] mvii kitk oi about the future, however, is but speculation, 
f^i n- return to our more immediate point. This last 
alternative v! mi adoption of (or return to) the method of 
seen rime n revenue. from Slate property entails the purchase 
of l ,n T t>r| y !) .v ihr hta!c>, unless methods of confiscation are 
tr-nd. How \< tie* purchase-money, meanwhile, to be 
rniroil ;• 1 lands, ny loams, by taxes, or by the existing 

plan, \\ bah includes taxes as a very considerable item. The 
loan- will hmr intend, so that here also, as in the other 
ravm vm Ins! ;i f '‘Ivnif 1 of laves implied, for a period of 
Inm-itwiu ‘'von in the case of a nation definitely arranging 
fo rare it, hwomr from tdafe property. This last alterna¬ 
tive, dn-n !mw U iwf a dturand immediate alternative. 

\\e hud «iii!; *"1 isv limited then to a choice between Pro¬ 
portional lava linn, <»r a largo scheme of Indirect Taxes, if 
uv would a\nid 11: f ■ diliiruliies 1ha,t the application of the 
prin« iple o| l\( i amis i a' laps in our way, with a final alterna¬ 
tive nl Revenue from Public Property and Public Trading, 
aftt*r a inm-ition poriod during which the method of raising 
faxes, l>y ‘soinr plan or other, must be used. If we are to 
revert to Ifinpon ionniisni, or to indirect Taxation, we must 
abandon tlm principle of Kronomy as a chief and dominant 
rule. If we adopt that principle, we must lay a heavy hand 
on big incomes. Whatever may be our individual desires 
as to the path that the nations should choose, whatever 
muv be the path that they rightly ought to follow, whatever 
m the path they are in tact already treading, it is well that 
we should put all the alternatives clearly before us, and know 
the goal towards which we move, the reasoning by which 
that goal was ehos»*n, the. instruments and calculations of 
tiie sm vt*\y that located its hearings and position. Though 
indeed w«* do live “ hand to mouth,” as individuals and as 
nations, yet we may exercise some control over mouth and 
hand and food also. 
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V. 

The economist has in fact no principle of taxation what¬ 
ever to offer to the statesman, the politician, or the citizen, 
but the principle of Economy. What other principles he 
may add to this are either special aspects of it, or are bor¬ 
rowed from politics, from ethics, from what yet has been 
created of the science of history. The very limitations of 
the principle of Economy that he might mark out, as econo¬ 
mist, would only be fuller expositions of the same principle ; 
as when he would say. “ If, in collecting taxes from the 
least useful parts of income, you check men’s impulse to 
save (that is, to increase the stock of wealth-producing 
agents), then your scheme will have a bad as well as a good 
economic effect. The net economy will stand as the true 
test. If the total economic loss outweighs the total economic 
gain, then the very principle of Economy that, you quote 
must be cited against you.” 

The economist is one among a group of inquirers into differ¬ 
ent parts and aspects of social life. Wc see, in the perspec¬ 
tive of history, the human race coming to live more and more 
in a fashion that implies and creates a mass of connecting 
threads between each individual life and the lives of other 
human beings. Social life itself grows more complex, and 
its growth brings about a correlative; growth of social 
machinery—laws, states, systems of property-holding; local, 
national, and international organisations, associations, 
societies, and so forth. Side by side with these growths 
again, arise studies of them—jurisprudence, ethics, economics. 
Man makes certain gains by association with other men, and 
suffers certain losses. Now he is alarmed at his loss of 
freedom, and speculates on " natural life,” or Individualism, 
or Anarchism, philosophic or other. Again he is alarmed 
at his loss in being unable to work co-operatively with men 
of other crafts, other nations, other religions; and considers 
theories of Cosmopolitanism or The World State. The 
social fabric that he builds is not a thing whose laws of being 
and growth he knows by instinct; and as it grows, he must 
seek for its laws. 
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Viewed thus, we seem to see Taxation and the principles 
of Taxation as an ephemeral tiling. There were not always 
faxes : time maybe an wvl to taxes. Here is a finny that 
has come into tins serial hi brie flint, in on have built and 

are building. not ext raucously, but as pari of the fa,brie, 

itself. We may Mop to examine it. In con-ider its nature 
and the laws of its beina, either by h>Hf, or as part of a pari 
of the fabric, or as part of the whole fabric. 

So, when we consider Taxation in itself and its more 
intimate ivlai imm we itnd one principle, p>, uaunv, MihirTml 
to satisfy all our immediate demands. h b wh«*n we con¬ 
sider the whole human »uyani.- rn ■ a nation, a race, or tie* 
total of humanity, that \w* tind th«* principle of Keonomv 
insufilricnf in ih-eli. Phil mme the lo-.-, when vo- are con¬ 
sidering the director and more immediate .mem- m on** 
thiny that aileefs man in » ten I v, an h a t Idm a ’{.nation, 
it is the fundamental pi in* iple of fhat on*- t hit-', that i • 
first and nmie immediately m In -» «»n id* o-d. 1 h* < ollan } ;d 
principles ate lor the mllafend etiVei .. 

W e turn Inal, then, to I h« • irapnoi into t la * law- n! 
our social lalu b, who are mute immediately < < >n ( vi ia-d with 
the thing in hand, {or guidance ; 1 >■; f<> the rhie{ clireel prin 
ciple ol taxation; and their ;mavo , ;m far a.- the impure* 
made here reveals it, seem-, |o be cr uim m rat hr*, into fhi . 
one answer. Economy. Next, and aiWr w»- have -afbiwd 
ourself on the immediate point, we turn to other inyuiici 
to ask what reactions will result, in polite and ethie imni 
a more conscious and persistent npplh at ion ol Mich a prin 
oiple. Hut their advice cannot have to do with the oils 
slifution of any alternative principle. If the pthsnple is 
wrong, it is because f he economist has done hb wotk badly. 
It must go back to his hands, and he must labour and search 
again. In any casts he and no other mud do the work. 
Prom the very nature of his work, the things find lie within 
his sphere must best be doin' by him. If he cannot do them, 
no one cam 

flis errors—and they axe notorious an* of two kinds. 
The first aim errors springing from Ins ignorance of his own 

task, the second, from absorption in his own and ignorance of 
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other spheres of inquiry. For the first, we can but reject 
the results of his craftsmanship, when lie brings them for our 
acceptance, and send him back to make anew, arid make 
better. For the second, we must consider, not whether the 
window he has made will let in the light— we send him back 
with it until it does—but whether it will lit into the general 
building. 

In line then, the limitations of the principle of economy 
in taxation are the boundary lines between the domain of 
economics and the domains of politics and ethics ; and it is 
only because the chief effects of taxation are economic that 
its fundamental principle is one of economies. If we mu¬ 
skier taxation chiefly as a thing of ethics or of polities, then 
indeed our chief principle should be equity or convenience, 
or some precept of the moralist or the politician. But up 
to the present, we have looked to tin*, economist lor our 
principles of taxation. 

Are we then to conclude that if we have taxation at all, 
there is nothing open to us but this continuous movement 
(whether slower quick, steady or spasmodic), towards some 
such drastic scale as that wo have calk'd Pmcnidean 1 axa- 
tion ? By no means. We can have, at each d* rude of our 
history, and will have, whatever form or type of taxation- 
system we can effectively demand ; whirh is, whatever 
form the mass of the community, ad ing within the limited 
effectiveness of the political machinery of the lime, most 
strongly desires. .But if we would know what is the true 
and essential nature of taxation, and what its e-o-nliai and 
fundamental principle, we turn, naturally enough, to the 
economist. We may quest ion him, purely as economic! f nr 
as a citizen who, inia alia, has studied economics, In the 
latter capacity he will give us as many pidures-que ami 
varied answers as his fellow-citizens who an* doctors or 
engineers, except that he wall include in his statement 
certain things common to all, inquirers in his branch, and 
known to them, which may or may not he in the statements 
of other citizens. That is to say, the variety of opinions 
among individual economists concerning political and 
ethical principles of taxation will be as great as the like 
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varieties among individual engineers; and there will also 

! 1 iit’iy ‘ thou§h in less ^ more 

1';•< simply, he will of necessity fly back to 

r'i wiiit - V 1 '/ u,iCcl ll * material well-being, the satisfaction 
' distribution and consumption 

" ., Lc ' Ul11 consider the effects of taxation 

up-1, (h, sarn-total of satisfactions of wants-economic 
v.tni, .in.. w ill seek how taxes may be levied so as to leave 
(".■■■ •didarfi.ms undnninished ; or if not that, then as 
!' '! diiiinndted a.-. possible. On such a course, he must 

mrvifaHy -■-nm: to a. principle indistinguishable from what 
we have '-ailed the Principle of Economy, though he may 
not express il under that name. Then indeed he may add 
in his ihidings what he will in the name of politics and 
et lues. | ing I'uril, w> hole view of the social life of man, 
vxpu" in;: his ideas ui Hie relative importance of national 
s"milv, Imperialism, political stability; of justice, civil 
an-1 inoial law, immediate or more remote expediency. 

I law additions of his may easily be of much greater signi- 
ii-.line, in the complete human view, than his finding as 
economist : ,nit is no gn mnd for their confusion with it. 

Ihil if is r.iliier our business than his, as citizens of a social 
■mfe, jo make these additions ; to take the results of his 
in-piny, rather, and consider their value, their place, their 
dominance or subordination, in the whole scheme of social 
lid. \\ e are building round the human race, century after 
century, a vast artificial environment, and taxation is one 
"I du 1 incidentals of that: environment. Our task is to find 
it nafuie, its function, its effects, its best use. To grow 
airo v with our discoveries were childish ; to he dissatisfied 
with them is human and hopeful; to be over-eager to accept 
01 1 eje-1 them is to be prejudiced. We are all builders of a 
01 ial fabric, and some of us, in a sense; are architects. 
Puild-’is or a reinfects, we need most of all, and constantly, 
a sense of proportion. 
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SUMMARY. 


There is now an agreement, sufficiently general for 
acceptance, as to the essential nature of a tax. 

A tax is distinguished from other payments, and in parti¬ 
cular from a price, in that 

{a) it is compulsory, 

(b) it is not given for a definite measured something m 
return. 

Taxes may he purely taxes, or may be mixed with other 
payments, which in themselves are really prices. Thus we 
get a short series, with Pure Taxes at one end. Prices at 
the other, and mixtures of the two (Quasi-Taxes) between 
these extremes. 

Any principle of taxation that may be laid down should, 
only refer in strict completeness to Pure Taxes. Its 
application to Quasi-Taxes is more properly to the element 
of Pure Tax which they contain. 

A historical review of definitions, of taxation reveals a 
movement towards a common definition. No satisfactory 
solution emerges, however, from a like review of statements 
on the principles of taxation. 

The characteristic principle of taxation should be closely 
related to its essential nature, and should possibly derive 
from it. Since there is approximate agreement as to the 
nature of taxation, we have a basis upon which to build. 

Since the nature of a tax is only expressible in the form of 
a dualism (($} and (b) above), the principle of taxation may 
be, in like manner, two-fold in form. We may have to deal, 
not with one fundamental principle, but with twin principles. 

If there are two such principles, one of them may be 
of more importance when price-elements enter into the tax, 
and as the tax itself becomes less pure in form; and the 

242 



SUMMARY, 


«? 4 l 

same principle may brm.nw t { ; , u 

becomes purely a tax. m: h *, v , - ; 

be more dmelv relatwi t< , ; , , f ;‘ * t * s> 

The other priiK'ipli n 4 m * < . * 

prav ta\im but ef Ir-- in-1 , i* f1 ■ e 

to prices. 

The principle- that iLa* 4 ^ ; - - 
these — Equity ftrmiri , r 1 * 

Certainty, Producti\ity I r.;: e *< 

Of these there aiv t\\> 4 * . * - - 

frequency; Equity an I Id n \ 
them in the way ju?4 in ! e ; 

Assuming now tin: • ; 

or have tinercvd Ivpiit ^ a l r < * 
equal bearing upon Omni-1 m t, • 
sumption that one of thm j u m w o * 

Pure Taxes, and the otln r a pin; q ,■ a, > - < ' *' * 
to prices. For we have ten- t h n > w- ; <\ o, ; 3 
that meet and mingle in Hind-! ,»v > It; n pc ,, , 
may be a corresponding pain mai i,i o n / 4\ * 

Now for the prices they pay t. a trim . ;; o 4 -w -< 3 * •, 

an adequate return: they a 4; in 4l a: - v 4e * 
equitable bargain. For the Pom'ho* ? f • ; a Cm w , 
standard by which they ean nn a-no *4 , * m Ho- t4 
ask chiefly that the eomrnnmm -4 w*ds ' \ri v 4 * 
community needs, and rm nr u dm i tlv , , i** t. :b ri o 

of two things, as two pH t' d J4 4 * ;4 * 4 

community, but of dii'fVn m \4w - f 4. - vw* o 4 e n 
should in general be taken vL m 4-- n 3 . *4 l ■ o 4 

Again, where taxes on mu ] m> a. i* < v ‘ a* ,q p 1 * 

prices (e,g. water-rated tin prim t|4 < a » < m\ bM.-r^ 
more importance, am! the pnnripl* m i < «m> mx >t H 

importance. For where the return > in - > m -mt ?w m- 

able, and is by some standaul uctuulh im wmdm • w w 
becomes the more assured by the f.wt tint t ;mty i>4A* a m i 
since no bargain will be accepted a- a m-w m vhtini' ns 
has been ignored. But with pure iu.v - tlx n nu\ b* jnu- i 
between individuals without eernmniv b* nm *wmi d, a- 
where a million pounds is levied^so^that no one feels hnn^cM 
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more hardly dealt with than another, while half a million, 
levied in the same way, would have sufficed for the purpose 
or where the method of collection is needlessly costly. 

If Equity has more relevance to Prices than has Economy , 
and if Economy has more relevance to Pure Taxes. than 
has Equity, then the fundamental principle of Taxation is 
Economy rather than Equity. 

The politician, concerned chiefly with the reactions of 
human nature, and dealing in great part with human emo¬ 
tions, will naturally be obsessed by the need of satisfying 
the ideas of Equity possessed by the nation with which he 
is concerned. The economist, concerned with the pro¬ 
duction and distribution of economic goods, will as naturally 
be obsessed with the idea of economy. 

The principle of Economy would lead us to a graduated 
rather than to a proportional scale ; to direct rather than to ; 
indirect taxes; to taxes on income, and on things that directly 
imply income; to the avoidance of tax-burdens upon 1 - 
necessities, or upon processes of production or means o;T 
transport. And correlatively, the broad changes in system s 
of taxation that are taking place, are actually in these direri" 
lions. Meanwhile, changes in ideas about equity have - 
come, justifying on the grounds of equity those alterations 
that at first were attacked as inequitable, and were chiefly 
defensible on the score of economy. Thus our findings 
are in harmony with general world-movements, and receive 
some empirical support in this way. 

The fundamental principle of taxation is Economy ; the 
ethical principle is Equity; the political expediencies are 
Convenience, Certainty, and all the concomitants of smooth 
working. All these, save economy, may be classed as 
political. 

The wider principle of Public Advantage is best expressed, 
in relation to taxation, in the terms of the principle of 
Economy. 

The chief limitation to the application of the principle of 
Economy to any system of taxation may be expressed as, 
Gradualness. Masses of men never accept quickly those 
changes, however good, that are thrust suddenly upon them. 
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The principle of Economy demands (x) that ta\<- .ImnH 
be levied so that the production of economic goods rr. 0 ■ 
checked as little as possible, or not at all; [a) that ■* •' 
distribution of wealth is altered, the alteration will lit fi 
as to increase productivity ; (3) that the like will .q-p’v to 
the distribution of population{4) that the lt?su-< tuS j..•). 
of incomes will be taken before the more usi ini j. * -1 - .., 

that the whole of the loss to the taxpayer will n up; . ; , , 

gain to the Treasury, or as r.t-arh -mi a--possible ; 
cost of collecting will he us Lav as is comp.uibh 
ciency. These are the six salient branches . ; tin- x : ; „ •• ; 
of economy : six tests to apply to any new or t-xi-iim. t.-v 

The economist may dwell upon this fundamental x •- > 
of taxation, but the citizen, the statesman, the p. !Ln 
must consider how men must deal with men. Equit y i- r. 
a small thing, but large ; Convenience and Certainty ,tn 5 
negligible to a taxpayer, nor is Productivity to a Chane "> : 
of the Exchequer. Yet there are some of these things minv 
fundamental than others, and of these the first is Ecr m .ju% . 



Appendix to Chapter I. 

A COLLECTION OF DEFINITIONS. 

The definitions here following will show whatever ot ‘levelop- 
ment has taken place in the settling of idea* about the essuiti^ 
nature of taxation. Such a collection has us own curious interest 
and it has a certain usefulness for purposes c;t rekrenu.. but 
it is not for such interest for such uses, that it has oeen mace, 
o t that it is now presented. The part it is intended to play m 
this work is to brine; to light the views that have been held, that 
have bem abandoned, that have emerged, or that have per¬ 
sisted ■ to enable us, from this fragment of history, to obaen e 
1 fragment of the science of history; to observe, not only how 
thought has moved, but whither it is moving. I" or such a 
purpose the order must be chronological. The defanitions given 
S at first arranged in one chronological sequence ; but the 
effect was too contusing to be satisfactory. . lax, ^ 

“ Steuer ” are not identical terms, and there is a gam m clearness 
and^curacy in presenting each of them m its own chronological 

sequence. 

Alis^of 0 tax-terms,'English, French, German, and a few 
Italian. 

82 “ Tax ” and “ Taxation. 

* First “ Dictionary definitions ” from Dr. (Mr James) 

Murray, Webster, and the ‘ ‘ Encyclopaedic Dictionary , 
with a definition of “Task” for comparison. 

Secondly. A chronological senes of definitions ex- 

§ 3 . “ FeeA^ ReSnS" and^ Rate ”; chiefly “ Dictionary 

§ 4 “ I*^dD° nS The range covered is from 1756 to 1906. 

1 i lfrAer I7 AS $£ a note on inco.nct. definitions 

5 - A (this from Leroy-Beaulieo. whose own dehnitoon gn en 
under “ Impot," is not correct, according to the modern 
English and German view). 
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Noli UN 1HL I>1 l INITIOS?* i.IVLN. 

WIi.it rnutyoN from an uxurniiwlmti of this matt tv t! t > 1 • g 
tlio runvy<otitI*mv of mviniirg m th< nio-t modern d »,o 
of 11 Tax" ami “ Mru» r/‘ Tlu*-* ruimot l?o sthlyd U * vi 
I moot ” to any thine lifo 1 the -ama extent. IIo : , ’ a 

df fmill*?n ” of a tax is v\vn d la nearly all tk* 1 •,* ^ * 
is<N:>, with t hu variant - -u*h ^ >T ty I * yxpv tt »1 ! 1 

in hum ui ntudiT In it- dry a T t‘ rv % ;t u>N * : 

Profess »i far nan’- " That p* iron <•: Mato rovcror v 
e\act< <1 : nv-ptcthv ut ^ rvic> - n no r* d o lay foo * 

>tate ” ; in ProtWor Tuns-UV *’ *tb-* ra »* of aaari y s * , i 

M utver-sarily a compute »ry Ly\ ” " m Ur. van dvr hu<x H ‘ 1 
is rompnUorily taken trora ; nvauy hvym v without . ■ 

-trvieo henry rendered in ivtunu” 1 ilty U a ron;:.: ' 

liciv. i-soiitial to tut 4 modern idea nt a tax, wuich scat. a , ! 

in tire dinnitinn^ f>f ‘imputd—i.a. wh it ist \po, i; , 
iMnitmns by ” imspectiw *>i -trv ; <as rendered ” 4 ^,o * • ; 

jir'J fr"> tincT “* without any definite services i»t-in. i a l ’ ; 
in return.” Bat tin- feature. duxordirg to the view * <v a ’ i 
the pi c ft ut book, is Inherent in the very nature of a t tx It a 
what prevents a tax from being a price. 

§ i, A LIST OF TERMS. 

List of Terms vseo to Represent Taxes axd^ \vh \r aei 

OR HAVE BEEN CONSIDERED AS SIMILAR TO TAXIS, 


English. 

Aid, appraisement, assessment. 
Benevolence. 

Cess, custom, charge, contribution. 
Due, duty. 

Excise, exactment. 

Gavel, gabel* 

Help, hilp. 

Impost, 

Levy. 

Poll. 

Rate, ransom. 

Seas, salvage, subsidy. 

Tariff, tax, tallage, talliage, toll, tithe. 

Valuation. 


tenth, tribute* 


German. 

Abgabe, Auflage, Anlage, Accis. 
Bede, Beisteuer, Beitrag. 
Gebiihr, Geld. 
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Hiille. 

Impost. 

Licent. 

Recht, 

Steuer, Schatzung, Schoss. 

Tadel, Taxe, 

Ungeld. 

Zoll. 

Italian. 

Censura, Gabella, Imposizione, Tassa, Tributo. 

French. 

Aide, . 

Contribution, capitation, cotisation. 

Dime, droit, denier, douane, dixieme. 

Gabeile. 

Impot, imposition. 

Levee. 

Octroi. 

Peage. 

Redevance. 

Subside. 

Taille, taxe, tribut. 

Vingtieme. 

See also under De Parieu’s definition of “ Impot" p. 262 , 
and the lists on p. 265 . 


§2. TAX, TAXATION. 

I. Dictionary Definitions. 


Tax, 

A contribution imposed by authority upon people to meet the 
expenses of government or other public services. Encyclo¬ 
paedic Dictionary” ( 1 S 79 - 1888 ). 

Tax, taxe; Fr. taxe ; Low LaL taxa, a rating, a taxation; 
Lai, taxO; to handle, to rate, to value ; taxo = tacto, from tactus, 
p,p. of tango, to touch. Tax and task are doublets. Sfi. tasa, 
Port taxa ; IL tassa. 


Tax. 

A compulsory contribution to the support of government, 
levied on persons, income, commodities, transactions* etc., now 
at fixed rate, mostly proportional to the amount on which the 
contribution is levied.—Dr. (Sir James) Murray's " New English 
Dictionary ” (1888 et seq)* 
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Taxation# 

Fixing tko nun o£ an import; a-K—nivnt ; imposition m 

levying of taxes* 1 1 id. 

To Tax. 

To censure; to durge; to make a valuation of; to : 

to impose 

Tae ward “ tax * T can Ik tue d bnk at k i 4 tu the y< «»r 
It is earlier than tire French “ UxiT’ Ibid, 


Tax. 

(Mil, Lixc, F. havjr, her, to ux. L. Lixjrc ti* touch -Lnyh , 
to feel, handle, to censure, value. eHinvit,;, £r. La:^ rt\ Xi, *;t aj. t<. 
touch. CL Task, Taste., 

i. A charge, e=>p. a pecuniary burden imposed oy aula sruy; 
specif., a charge or burdu, u-u uly p< cuniary, laid up m p ^ ‘ 
or property for public purposes ; a forced contribution ui vc< alth 
to meet the public needs of a government. 

a. A sum imposed or levied upon the members of a snout y n * 
defray its expenses. 

tp A disagreeable or burdensome duty or charge ; as, a Heavy 
tax on time, health, and strength. 

4, Charge, reproach, censure. 

5. A lesson to be learned; a task. 

Syn. Impost, tribute, contribution, duty, toll, rate, assess¬ 
ment, demand, exaction, custom.—Webster’s “ New International 
Dictionary " (1909). 

Task. 

Lit. " a tax,” 0. Fr. tasque—Low L. tasca, taxa—L. taxcM© 
rate, tax.— 1 Chambers’ Etymological Dictionary ” {1.885 

edition). 

O. Fr. tasque, tasche (Fr. tache) from Low Lat. tasca == a tax, 
from Lat. taxo=to rate, value, tax.- ** Encyclopedic Dic¬ 
tionary ” (1879-1888). 

II. A Chronological Last. 

For the impositions that are laid on the people by the sovereign 
power are nothing else but the wages, due to them that hold the 
public sword, to defend private men in the exercise of their 
several trades and callings.—Thomas Hobbes, “ Leviathan, 
II ho (ibsi) • 

Customs'and tributes are nothing else but their reward who 
watch in arms for us.—Thomas Hobbes, Philosophical Eie- 

meats of a true Citizen,” “ Of Dominion/* NIL 9 (1051). 
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Thov levies therefore which are made upon men’s estates, by 
the overturn authority, are no more but the price of that peace 
and dm nr- whn h the sovereignty maintained for them.— 
1 liobbe-, "De Corpore Politico,” II. 5. 2 (1055}. 


Tax, 

\ iv !■ ; ,\ 1- but jMilliuu of plum-trees, the roots whereof are 
m r ;u. n - eruund'.— Harington, “ Oceana.” The Second 
p• Preliminaries 110511. 

Tax, 

.; 5 ;, u 1 , t; u ho, u hen properly taxed, contributes only, 

1 i, <,b., iv<d. '< >nu? part of his property, in order to 
, • -ir William Hlackstone, “ Commentaries on the 

1 „u ■ • •• ling] .ml." V<>!. 1 . VIII. xvi. (1765)- 
Tax, 

1 m, 1. r-i.iitd tin retorv hv tax, in its most general acceptation, 

. r; mi munl.utimi ot fruits, service, or money, imposed upon 
tv is;, ;,lu.ib iff a state, by the act or consent of the legislature, 
in ,.,.1.1 to ,itft ,a the expenses of government.—Sir James 
' t, :urt, ” An Inquiry into the Principles of Political Economy,” 
V. 1 ' 1,"if";. 

Taxes, 

’i am - art* ^acrtiavs made of wealth and opulence at the ex- 
of tni'jyment, to security, in respect of defence, and in 
n '-pect d -uWisteiiec .—Jeremy Bentham, “ A Manual of Political 
dup. ii. (1798 and later). 

.contributions to be'collected from individuals ; in a word, 

U - The produce then of these taxes is to be looked upon 
a- ,1 kind of benefit which it is necessary the governing part 
of tile community should receive for the use of the whole.— 
jm-iiiv Bentham, “ Principles of Morals and Legislation/" XII. 
,\vm 

Taxes. 

Ta.\o are a portion of the produce of the land and labour of a 
country, placed at the disposal of the government; and are 
always ultimately paid, either from the capital, or from the 
revenue of the country.—D. Ricardo, “ Principles of Political 

Economy and Taxation/* VIIL (1817). 

Tax. 

A tax is a portion, or the value of a portion of the property or 
labour of individuals taken from them by Government and placed 
at its disposal.'— McCulloch., a Taxation/* p. 1 (1845). 
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Taxation. 

Let ns proceed then to consider the method by which Govern¬ 
ment ought to raise the contributions required for such public 
expendinire as cannot reasonably or conveniently be provided for 
by charging individuals hi proportion to >ervice- rendered ; where 
there is no public income adequate to such needs derived from 
land or other wealth owned by the community or Irani tire pro¬ 
ms of governmental business. It will be niivenbnt to cal! this 
the method of “ taxation ” in the mnete-t o :>e,-~-lh rriduwiek, 
“ Principles of Political Economy,” 111. win, 55^ , 1 .nj . 

Taxes. 

Taxt^ are Giuph ore-s-nkd tuin-h 1 - < s < - .*• ,.m „» . or 
Msrviees, demanded of tlw alum.-* ami tecnsknaily oi those 
who are not citizens, but who nevertheless are within reach vi tne 
taxing power, by the constituted authorities of the iand for 
meeting the expenses of government or for some ether purpose, 
with the intention that a common burden shall be maintained 
by common contributions or sacrifices. — Psol*. Ely, “Taxation 
in American States and Cities,” chap. L pp. 0-7 

Taxes. 

‘ Taxes are not an exchange, nor are they a payment. The 
sovereign power demands contributions from citizens regardless 
of the value of any services which it may perform for the citizen. 
This is a clear abandonment of the old legal lietion that taxes 
are paid for protection.—Professor k. T. Ely. I hid. p. 7 (188S). 

Taxation. 

Taxation means work, of the head, of the hand, or of the 
machine, or all combined. And the method of taxation is only a 
method of distributing the products of work. It is measured, 
when in the process of distribution, in terms of money,, but the 
money itself stands for work, or is derived from work. And the 
work of the Government is as much a part of the work of the com¬ 
munity as any other. All who work, from the head of the nation 
down to the lowest municipal official, must be supplied with 
shelter, food, and clothing ; and those who pay the taxes do the 
work that is necessary to furnish this supply.—-Edward Atkin¬ 
son, “ The Industrial Progress of the Nation 11 (N.Y. 1890). 
“Taxation and Work/ 1 same author. 

[This definition is quoted with approval by Dr, D. A. Wells, in 
the Popular Science Monthly , Sept,, 1896, p. 581,] 

Tax, 

The word “ tax/’ as I shall use it, applies to any series of 
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contributions authoritatively required of individuals according 
to some published principle of assessment*—E. A. Ross, “ A 
New Canon of Taxation,” Political Science Quarterly , VoL VII - 
No. 4 (1892). 

Taxation : Tax. 

The most general feature of taxation, that marks it off plainly 
from other payments (in money, kind, or services) is, that the 
payment is compulsory. A tax is an exaction levied by superior 
force ; it is not the result of charity, persuasion, request, or 
contract, although these names and sometimes the ideas which 
they stand for have been used to disguise or modify the original 
compulsion.”—Prof. J. S. Nicholson, " Principles of Political 
Economy,” V. vi. § 1 (1893). 

Tax. 

It is that certain portion of the product of a country which 
must be devoted to the support of the Government.—Dr. D. A. 
Wells, “ Principles of Taxation,” Popular Science Monthly , 

Sept., 1896. . 

Scientifically considered, taxation is the taking or appropriat¬ 
ing such portion of the product or property of a country or com¬ 
munity as is necessary for the support of its government, by 
methods that are not in the nature of extortions, punishments, 
or confiscations.— Ibid. (1896). 

Tax : Revenue. 

The ordinary sources of revenue of modern governments 
divide themselves into three groups: (1) Prices, (2) Fees and 

Assessments, (3) Taxes. . ,. , , , 

A price is a charge for special services which people are not 
compelled to accept unless they choose. A fee or assessment is 
a charge for special services which people are compelled to accept 
whether they will or no. A tax is not based on special services, 
but is a forced contribution to the general expenses of the govern¬ 
ment.—Prof. A. T. Hadley, " Economics,” XIV. § 494 (1896). 

Taxation : Taxes. 

Taxation is a system of forced contribution to meet the general 
expenses of the government, whether national or local. Taxes 
are distinguished from fees and assessments in being a contribu¬ 
tion for general services instead of a more or less inadequate 
return for special services.—A. T. Hadley, 4 Economics, p. 449 
(1896). 

Taxation. 

Taxation is the exaction from the various members of the 
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State of contributions towards the common expendim... 
Professor Ciimncr, " Memoranda <>n Clafsiir.itini; an -1 in.: !■ n 
ot Taxation." t\ 'nH, p. J-U 'WU- 

Taxes. 

Taxes arc contrihm:. r> • tmarl- th ■ v.r.r.i exprafn 


InipmrJ or I* .roo oi uw q i ■ 1 ^ ! 

in r* ** t "50.2 1 oi s tin. t/un t** y ! 1 

p. 140 ,ibuo;» 

Taxation. 

Equality ot benefit i- o:y ; r» 

They may eqmitr, rr uwy • - • r 

bidet d llir enhuoni:*: ' ‘ Ti - < 

ba^ir bv which thb» quality nw.nat 
Because taxation . imre ,t:vI -hiy ’ 
charge falls : (i 1 in no ncationstaq 
(2i where it is in execs? oi the K 
Gornrne. Ih\l p. if »7 





iax, 

4 tax or rate is an obluwtxrv eeutrrudui by p?rsem' r.- 

spect of. or itvidenul to. somethin.: v.arli mvp; .* cr s- m - 

thing which they do.—Sir E.\Y. Hamilton. p. 3 d A A 11 ■ 

Taxes. 

_Taxes in’the proper seme of the w -rd, vi/., cortrT.uiiu:- ■•- 

by individual members ot the cnnmntrnty to the exp ‘n?e* ot te¬ 
state.—Sir Robert Gift on. Phi. p. yd A'" m 

Taxation. . ..... 

The most general feature ot tax, that man;» u on V-...r..t 
from other navments tin money, kind, nr servicesu is that tm 
payment is compulsory. A tax is an exaction lev*- l nv sup ’no’ 
force ; 

It is to be observed that in a ~mse even: ux that >s Eval t-- 
the public, good may bo regarded as providing nuts expoiMUme v 
quid pm quo. . . .'It seems best, however m tne mo hrn Mato 
to applv the term tax to payments wmch are made pin.w-u.. 
for the public service and in winch the m netrt to tin n.< .u . ..... 
is not primarily considered.— Professor J. S. Nicholson, . tui 
ciples of Political Economy,” 111 . v. vi. UQOih 

Tax. 

A tax is a compulsory contribution of the wealth of a persoi 
or body of persons for the sendee of the public powers^ t-ro, 
Bastable, “ Public Finance,” III. i. § 3 \ 3 r d Edition, 1903). 
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Taxation. 

in the matter o£ other governmental services, such as those 
of the police general defence and the like, no measure of the 
amount oi service rendered to each can be applied, and thus no 
price in the ordinary sense can be fixed for these sendees. The 
distribution oi such charges has to be determined. In other 
words, rot merely are la nth labour, capital, etc., claimants for a 
distributive share in the annual available output of wealth in 
the community, but the government is also a claimant, in respect 
oi the expense of rendering services which are not paid for in 
prices charged for the services or products yielded. This share 
of the government is claimed and yielded in the form of taxa¬ 
tion.—Professor Flux, “Economic Principles ” {1904). 

Taxation. 

Taxation may be defined as the taking by the government _of 
private property’ for public uses.—Professor Fetter, “The Prin¬ 
ciples oi Economics/' chap. 49, §1.1 (1907). 

Tax. 

Tax is a term wide enough to include all payments imposed by 
the government of a state on the persons and property within its 
jurisdiction.— 4 Chambers’ Encyclopcedia ” (New Edition, 1908). 

Taxation, 

To regard taxation as a process by which society acting through 
the state takes income which it has earned by social work, and 
which it needs for social life, is not an entirely novel conception 
though widely divergent from the commonly accepted view.— 

J. A." Hobson, “ The"Industrial System ” (1909), 

Tax, Fee. Rate. 

In this sense (i.e. the narrower sense, as appears from the 
context] taxes are general compulsory contributions of wealth 
levied upon persons,"natural or corporate, to defray the expenses 
incurred in conferring a common benefit upon the residents of 
the State. A tax is justified, but not necessarily measured, by 
the common benefit conferred.—Prof. Carl C. Plehn, “ Intro¬ 
duction to Public Finance,” II. i. 5 (1909 Edition). 

We may now change our terminology’ slightly, and say that 
there are three sources of public revenues : the first is collected 
from all the citizens by compulsion, on the ground that certain 
expenditures are necessary and confer a common benefit upon all; 
these are taxes. The second is collected by compulsion from 
certain persons on the ground that they are specially benefited 
by some expenditures; these axe fees. And lastly, the State 
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creates wealth for itself. The wealth thus created constitute ,t 
part ot the revenue of the government: belonging to tin? thud 
class. Tins, whether sold or not, is contractual rcv« 11c . , 
oumrV-vul ’rv* r;uo and is r» ot ivctl in the form of u:< . 
Ibid. 11 . i. § o Ad u '. 

Tax. 

Cor lining our analysis to the ;nvepvd principles nt A:w e 
law, it is observed that a corned* pewmwiit from ’/da • * 

to the sovereign must meet three conditions m order to h n ■ , 
vised as a tax. These are as follows— 

;x”; This payment must, in the first place, be for :*< nv : 
purpose. ... 

(2) A coerced payment from the Slate : to the sown ’ o * 
in the second place., be levied in a spirit *’ i eouity and. pi c 
between the subjects in order to conform to the mode ri *• 
conception of a tax. .... 

(3) The demand of a State for money in order t:> h\: 1:. - 1 
accounted a tax must, in the third place, be made ae , mb 
established legal rales. 

From the point of view of the State a tax is a source < u d •* * 
five revenue. 

From the point of view of the citizen a tax is a wo *» 
payment. 

From the point of view of administration a tax is a dun m 
for money by the State in conformity to established legal rA * 
From the point of view of theory a tax is a contribute 1; !: ' 
common expenditure.”—H. C. Adams, 14 The Science of V m ir * 
II. i. 49 (1909)* 

Taxes. 

That portion of State revenue which is exacted irresp»vu\ 
of sendees rendered to the payers by the State.—Pn 
Cannan {1910). 

(Revisedd 

A tax is a contribution to State revenue^which is ex teb 1 ,rr 
spec tire of services rendered to the individual payer by to 
State.—Professor Cannan {1913b 

Taxation. 

Taxation is the deflection of the resources of members \l 
taxed community from purposes which they would have >ewen 
for themselves to purposes which are selected for them hy m 
1 Evidently a misprint for “ subject.” 
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prtvrmnc p-mvr.-P. H. Wicksteed, "The Common Sense of 

jVhtv »! i'.i.nnomy " (i<ito). 

Tax* . 

\\V miv Tunc a /<?v ns n compulsory contribution mode to 
tt | ( I i ,.,.V r jjfcJ : mi: Ain/c uenfue contribution is not 
\ , . ,, \ 1 , ,\d 4 ie sonic: nmured .—-Professor Chapman, 

, P, f Rhti *.,1 I->momy," chap. xxxiii. (1911). 

fAX.it; cm 

t t , M • .% , A 1 ;w,i t through the French , 1 from Lat. <c taxare” 

* - .- r v.M h .ki;un is connected with the same root as 

A t t> ** ‘h that part of the revenue of a State which is 
; ’ih rv th c- and charges upon its subjects, — 

. . ^ y . : h : n t;b ,l Encyclopaedia Britannica,” nth Ed. 


1 ax. 

; ^ a t;*x, a* distinguished from other charges by 

- :' ; \ b thf a, s net of a direct quid pro quo between the 

> 1 ' r* > viMto authorty. it follows that a tax is 

' rnpub rv levy,—F* W. Taussig, “ Principles of 

1 • A* ’I. lik. via. 4 . hap. 6C», § 1 (1911). 

§ 3, FEE, REVENUE, RATE. 

Fee, 

I hv _ vk, cattle, whether large or small. 

II . 1 Ve ; deer. 

c VkvwT* property in general; goods, possessions, wealth. 

; Tm-y, 

♦ . e?E Fee-house 

j in O. E., a treasury. 

T a cattle-shed. 

: i ; . ''Jut An:.. An estate in land (in England always a 
L nt / F estate , held 0:1 condition of homage and service to a 
-vyc; i / rd, by whom it is granted and in whom the ownership 
t a lief, feudal benefice. 

/ i :n:m:n Lot ,. An estate of inheritance in land. 

3 , A ( territory held in fee: a lordship. 

4. I he heritable right to an office of profit, granted by a 
•eiperiur lord and held on condition of feudal homage. 

1 1 h*s is doubtful. The New English Dictionary traces the 
Lr.gush word “ fax ” to 1405, -which is earlier than the French 
“ /.nh' See also a footnote in Dowell's “History of Taxation 
and 1 axes in England/’ Vol. l.p.xii. “ Tax” short for “ taxatio” 
trom the Low Latin “ tascare /* is all the same as assessment. It 
occurs in the Statute Book first in 1327. . . . “desore (d£s ore, dds 
I neiarej soient taxes solone lanciene manere.” 
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5 * Homage rendered * „ » affix rmrM'VTTwnt. vrvio 1 
IL Denoting a payment or ytff 

6. A tribute or often no to u ^u| r i^ i r 

7. The sum which a public nib vt * nr,run ffiv «,-»• «M ■» * . . 

his office “ in fee is antffiui ,M ? * .ffimmd 4. 1 ^n-,* * * 

execution ol his official iffinm r- 

J-** A perquisite allowed an ru.< m r ^ p a ?„ 

9- A fixed salary or way/.- ; V • a, a t F • • 

Wages. * f 

10. A prize, a reward, 

An occasional gift, a yratuitv ; n m r- . n . f tv 

rendered.—Dr. (Sir Janus Murravd .V w lb Ms y > 

{1888 et seq.). 

Fee. 

A. S. feoh, fed, cattle, prop t -nv ; y ;♦] \ \ y * , * y* , 

Icel. fe; Dan. and Sw. he, It . Mi ?h, 1 iffii <,tr ' - . 1 b 
Ger. film; Lat. peats ; Santv. p jyx 
Ordinary Language. 1 wittffi . ; - • * )v y^rix • > < ‘* 

(obsPj. {3) a reward, campon yith n nr return 1 <r nm r- r« n't y i 
(4) a share, a portion (affiy 1,3' ffirntch 4 -y y 

To fee. 

|(i) To give a fee or reward to ; to pay ; to reward, 

(2) To keep in hire. 

(3) To bribe, to hire. 

(4) To let out to hire. — -Webster’s 44 New' International Dic¬ 
tionary ,J (1909). 

Customs and Subsidies. 

Thus Cusfomes are those artificial! duties that our king* nvwt 
have, and Necessity hath layd on Tra+'vke bv our Staple * Vw^; \ 
to supply theyr naturall defects, and wants <4 /M/ffi n, 

And Subsidies are those natural! n spn ts vshnh 1 * ne w 
desirous and Loyaltie doth offer, by Jbuffi 4 to honour 
Soveraignes by (besides theyr aundmt i tfsMw«y> that \>x A! 
Meanes, and at all hands iMatestie may be ^vru and 
subsist.—Thomas Milles,“ The Customers Alphabet ” 

Revenu. 

The national revenue (revenu) is the total of the superfluities 
of the citizens.-' —Forbonnads, s< Principles cconomiqucs/' IV, b 
(1767). 

Revenue. 

The revenue of the sovereign is in the last analysis only that 

S 
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nirt of mods IsuhLmees), and raw materials, annually produced, 
L-Amcd to In- t>< rsonal enjoyments, and to those of his co- 
operator- or representatives of all kinds.— L’abbe Baudeau, 
"‘politique tine de l'Ecriturc sainte” ( 1775 )- 

Revenue. . , 

TV rc . V( . n . ; ,. of tin. 1 State I? the portion of his possessions that 
r %; t * r j v , ^ to have the remainder in security, or to enjoy 
it Li ccmiiVt.^IontLsqtiieu “ I.’Esprit des Lois/* XIII. 1. (X74S?. 


Revenu. ,, , ... , , 

T :, e PLvdocruts used the word 4< revenu to signify rent 0 
*, thb rent being in their eyes the only annual 

-Ln reahhlbv Xwietv,"—Eugene Daire : "Collection des Eco- 
nomistes-Physiocrates, v. 2. p. 473 (1S46), 

Revenue ; Taxes. 

The revenue which must defray, not only the expense of de- 
fimdinc the society and of supporting the dignity of the duet 
m^Vtrnte, but all* the other necessary expenses of government, 
for "which the constitution of the state lias not provided any 
mrPvlu revenue, mav be drawn, either, first, by some fund 
\vMch peculiarlv belongs to the sovereign or commonwealth, 
and which is independent of the revenue of the people. or 
secondly, from the revenue of the people.—A.Smith, Wealth 

of Nations, 1 • ii* (D7b)* , ,, ,~,r. » i\* 

[This “ secondly ” is treated of, later, under Of Taxes. (\ . 

ii. "Part ii.}, which begins thus— . , , , . ., 

“ The private revenue of individuals, it has been shown m the 
first book of this inquiry, arises ultimately from three different 
sources : rent, profit, wages. Every' tax must finally’ be pain, 
from some one or other of these three different roots of revenue, 
or from all of them indifferently.’’] 

(To) Rate. 

1* To fix, assign, settle the amount of. 

yc to divide proportionally; to allot or apportion (be¬ 
tween or to persons) as an amount or sum to be received or 

2, ^reckon, calculate, estimate the amount or sum of. 

5. In pass, To be subjected or liable to payment of a certain 
rate * to be valued for purposes of assessment, taxation, or the 

like.—Dr. (Sir James) Murray V f New English Dictionary ” (1888 
et seq .). 


(O.F. rate, raite, ratte ; med. L. rata, from L. pro rata, fern, of 
ratus, pp. of reri/to think, judge : cf. (see) Ratio). 
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1. 1. The (total) computed or estimated quantity, amount, 
or sum of anything, usually as forming a basis for calculating 
other quantities or sums. 

(J) A fixed portion or quantity. 

2. Estimated value or worth (of individual things or persons). 

(. b ) Estimation, consideration. 

(c) Valuation, rating. 

3. Price, the sum paid or asked for a single thing. 

II. 4. The amount or number of one thing which corresponds 
or has relation to a certain amount or number of some other thing. 

6 . (rf) Amount of assessment on property for local purposes. 

HI. 9. Standard or measure in respect of quality or condition. 
—Dr. (Sir James) Murray’s “ New English Dictionary" (1888 
et seq.}. 

§ 4. impGt. 

A Chronological List. 


L’impot. 

Taxes properly ordered, that is to say, which have not degener¬ 
ated into spoliation by a bad form of imposition, should be re¬ 
garded as a part of revenue detached from the net produce 
of the landed property of an agricultural people.—F. Quesnay, 
" Maximes,” V. note (1756)-] 

Impot, and Contribution. 

The contribution ( contribution ) of the citizen to the public 
treasury is a tribute, is an offering. It only belongs to him that 
gives it, that he may offer it.—Mirabeau (Victor de Riquetti), 
"Theorie de l’lmpot,” IX. (1760). 

A tax (impot) then is not a contribution in its nature; it is 
the revenue from the co-ownership of all the productive land 
(fmtds) of the state, a co-ownership which belongs to the sovereign 
power.—Mirabeau, " Supplement k la Theorie de laTmpdt," 
R&ume, II. (1776). 

A tax is a property ; this property belongs to authority ; au¬ 
thority belongs to justice ; justice belongs to God. Taxes are 
God’s portion (la partdc Dim), that is the nature of taxes— Ibid. 

III. (1776). 

L’impot. 

Society must pay those expenses that are essential for preserva¬ 
tion of society, for preserving order, and for maintaining the 
rights of property. 

The portion of wealth which pays these public expenses, is 
called taxes (Vimpot).— Dupont de Nemours, “ De 1 'origine et 
progres d’une science nouvelle,’’ § XIII. (1767)- 
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Impot. . . 

Taxes are a portion taken from the annual revenue (revenu) 
of the natfon to form an individual revenue of the sovereign, to 
at hS sustain the annual charges ojMg 

Mercier de la Riviere, “ L’Ordre Natur el des Soci^s Politiques, 

V. (1767), 

^The sacrifice of a part of one’s property to secure the rernainder. 

—Raynal, “ Histoire philosophique et politique, XIX. xl . 

(1771). 

A tax limbot) is a part of wealth, annually reproduced, destined 
for tepS and taken from the net produce.-Le 

Trosne, lt Do Tordrc social (1777)* 

L’impot „ , „. , 

Taxes are the common debt of the citizens, a kind of indemnity 
(dMommagement ), and the price of the advantages whichi Society 
orocuresTor them. Taxes are no more than advances to obtain 
?hf‘Protection of social order, contributions imposed by all on 
path—Mirabeau, in a document of the Assembly written m 
r^ Sed bv Leroy Boeaulieu, “ Traite de la Science des 
Finances, 1 .146. Plso in his “ Addresse aux Francis’ (1789). 

The common debt of the citizens and the: price of the advan¬ 
tages which society procures for them. —Assemble National ,, 

“ Addresse aux Frangais” (1789)- 

Impot. . , 

wht^e^^^^ 

tages he obtains from society.-Condorcet DesLois Lonsrnu 
tionnelles sur l’Administration des Finances (1790). 

L’Impot. . . , 

Taxation is an exchange in which the State gives servicesand 
+ l,p contributor money.— (Reference lost. I he quotation is 
retained here as it is quite a typical 18th (and early 19th) cen¬ 
tury definition). 

L Atot'is a value surrendered to the government by individuals. 
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to help the public expenses. It is measured by the sacrifice 
demanded of the contributor, and not by the sum which the 
government receives; so that the expenses of collection, the 
time lost by the contributor, the personal services demanded 
of him, etc., form part of the tax. The value . . . which is 
sacrificed by the contributor ... is not returned to society. 
It is consumed to satisfy the needs of the public, and consequently 
is destroyed. . . . Society is indemnified for the sacrifices that 
taxes cost, by security, and by any enjoyments that they procure 
for society. If the enjoyments could have been obtained more 
cheaply, society has made a bad bargain.—J. B. Say, “ Traite 
d’Economie Politique,” III. 294 (1803). 

Impdt. 

Taxation (Vimpdt) is that part of the produce of a nation, 
which passes from the hands of individuals to the hands of the 
government to support public consumption. Whatever may be 
the name we give it, contribution, taxe, droit , subside , don, gratmt, 
it is a charge imposed on individuals, or on groups of individuals, 
by the sovereign, people or prince, to furnish those consumptions 
which he thinks fit to make at their expense .* this is then, a tax 
[■impdt). —J. B. Say {ibid.). 

u A tax [impdt) is that part of the goods of individuals which 
the government devotes to satisfying its desires or the needs 
of the social body.”—J. B. Say {ibid.), (1803). 

Impdt. 

Taxes ( Vimpoi) should be considered by the citizens as a pay¬ 
ment for the protection which government gives to their persons 
and properties.—Simon de Sismondi, " Nouveaux Principes 
tie FEconomie Politique ” (1819). 

Impdt. 

The annual demand made by the State, of a certain portion of 
their incomes from all those judged to have any.”-—Rossi, “ Cours 
d’Economie politique,” IV. 1 (1839-1841). 

Impdt, 

Taxes {impdt) are demanded essentially from the social revenue 
and originate in the right of the State to claim its share in the 
distribution of the general net produce, in the distribution of the 
social revenue.—Rossi {ibid.), (1839-1841). 

Impdt, 

Taxation { 1 *impdt) is the sacrifice of a part of property to pre¬ 
serve the rest.—G. du Puynode (Partounan du Puynode), ** De 
la monnaie, du credit, et de Fimpdt” (1853). 
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Impot. 

A tax {impot) is the part paid by each citizen of the expense 
of the public services. Taxation is an exchange of services — 
Proudhon, P. “ Theorie de l’impSt ” (1861). 

Impot. 

Taxation is the price of the protection granted by the State 
to the goods of the contributors.—E. de Parieu, “ Rapport sur 
l’impot sur les successions” (1862). 

Impot. 

A tax {impot) may then be defined thus : the demand made 
by the State on the fortune or the labour of the citizens to 
support the public expenses.—E. De Parieu, ‘ Traite des 
Impots” (1862). 

De Parieu groups together— . , . 

(a) Tribulum, vcctigcil, ahgabe, gabclle, cofitfibidion, jiamo, 

indicating the gift made by the individual to society. 

(b) Auflage, duly, impot , referring to its obligatory natuie. 

(c) Taxcitio, schaizung, skatt, szos, luxe, indicating its hxity, 

or the valuation serving as its basis. 

(d) Stmt, hjelp, aide, indicating the help to the individual 

coming from the existence of the social body (1002). 

Impot. 

Taxation {Vimpot) is in fact, the prepayment taken from the 
fortunes of individuals by the government of the State, province 
or commune, to support the public expenses, that is to say, to pay 
the officials, and to pay the other expenses necessitated by the 
functions attributed to it, and the services with which it is 
charged/—]. Gamier, “Traite des Finances” (1862). 

Taxation \Vimpot) is the price of services rendered, and'especi¬ 
ally the price of security, a service of universal interest— 01, the 
premium paid for the guarantee of security—this word ^ security 
being taken in its general sense of guarantee of protection, law, 
justice, order, property, individual liberty, national independ¬ 
ence, and the equitable execution of laws and contracts.—j. 
Gamier {ibid). 

Impot# 

A tax {impot) is a share of individual resources put at the dis¬ 
position of the sovereign power.—Clamageran, Histoire 
de l’impot en France" (1867-1876). 

Imp6t. 

Taxes {I’impot) represent the putting into value and the 
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general expenses of exploitation of the national capital E. 
Menier, “ Theorie et Application de 1 impot sur le capital (1074). 

Impot. 

A public charge, a claim {droit) imposed upon certain things. 
—“ Dictionnaire de TAcademie fran^aise (1870). . 

A public charge, a claim imposed upon certain things to sup- 
port the expenses of the State.—Bescherelle Aine, Nouveau 

Dictionnaire National” (1887). . . M 

A public charge, a claim imposed on certain thm b s. More 
especially in legislation, of taxes ( impdts ) in general and of 
the manner of establishing them.—“ Nouveau Dictionnaire de 

l’AcadSmie franfaise.” , . • t? 

A public charge, a claim imposed on certain things—A. Uttrc, 
“ Dictionnaire de la langue franpaise” (1863). 


L’impot. 

Taxes represent the general working expenses incurred, m the 
employment of the national capital. 

The only tax which conforms [to these rules and] to this defini¬ 
tion is a tax on fixed capital. _ . . „ 

in the above definition of taxation, it is the collective part 
[of capital] alone to which we refer.—Yves Guyot, 1 nnciples 
of Social Economy” (tr.), VI. 282 (1884). 

Impot. 

A tax (impot) is a deduction made in the name of the State 
from the resources of its members to contribute to the expenses 
of government.—” La Grande Encyclopedic ’ (art. by Jberthclot). 
(Undated. Published during the latter part of the 19th 
century.) 


L’lmpdt. 

A tax (impot) is a deduction ( prclcvcmenl ) from the individual 
powers of the contributors, to support the expenses of the public 
services.”—Rene Stourm, ” Nouveau Dictionnaire d Economic 
Politique,” ed. Say and Chailley (1892). 


L* Impot. , r , 

A tax (impot), is a deduction from possessions, to which indivi¬ 
duals have been or are compelled to submit, under different forms 
and at different times, fixed or periodical, whether to the profit 
of the State, or to the profit of other forces, of other members 
of the nation, of other peoples and states.—K. lunirriicirderLux, 
“ l’Impot dam les diverses civilisations,” Introduction, \!11. 

(1897). 
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L’Impfit. 

Taxes (V impot ), as understood by civilized peoples to-day, 
can be defined as the monetary contributions which governments 
demand from'individuals as an accomplishment of their duty of 
social solidarity.—Boucard et Jeze, “ Science des Finances,” 
II. in. 1. (1904). 

L’Impot. 

The essential characteristics of a tax (VimpSts), as they separate 
themselves from fact, are then (1) the accomplishment of the 
duty of social solidarity; (2) the individual character of the 
payment (prestation) ; (3) the obligatory character; (4) the pecuni¬ 
ary character of the contribution; (5) the establishment of the 
tax by the governors. [No. (1) is marked as the fundamental 
notion] Ibid. II. iii. 1 § 1. 

Under the name of taxes (impots) must be included fiscal fees 
(retributions) and taxes proper. A fee is distinguished from a 
tax in that it is collected on the occasion of a definite service 
rendered by the State, whilst a tax is laid on without considera¬ 
tion of any special service. But this difference is of slight import¬ 
ance, for in the case of fiscal fees, the fiscal side greatly prepon¬ 
derates.— Ibid. II. iii. Preliminary (1904). 

Imp6t. 

We call taxes (impot) the contribution demanded from each 
inhabitant of a country as his quota of the expenses of the State.— 
C. Colson, “Cours d’Economie Politique,” Vol. III. Bk v. 
iv. 1 (1905). 

Impot. 

A tax (impot) is the contribution demanded from each citizen 
for his part in the expenses of government. If this formula 
seems too modest and too empirical, we may have recourse to the 
following. A tax is the price of services which the State has 
rendered: it represents moreover the part that each citizen, by 
the application of the principle of national solidarity, should 
bear in the charges of every kind and of every origin, “ weighing 
upon the State.”—Leroy-Beaulieu, “ Trait6 de la Science des 
Finances,” 7th edition, Vol. I. p. 151 (1906). 

§ 5. STEUER. 

The word originally signified a help or support, like the cognate 
word "stcucr," a rudder. Both words give the derivative 
notion of an aid, as does also the older English term for a rudder, 
“ steering board,” which has been modified and altered into 
starboard. 
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Later developments are illustrated by the following words— 


German 

French 

Italian 

English 

Bede 

aide 

dazio 

hilp 

Abgabe 

impdt 

tributo 

tax 

Schoss 

Schatzung 

(Herd)-geld 

(Un)-geld 

Auflage 

Umlage 

imposition 

contribution 

imposto 

imposizione 

tassa 

duty 


Condensed from the “ Handworterbuch der Staatswissen- 
schaft,” Dr. J. Conrad and others (1898—1900). 

A Chronological List. 


Steur, 

Lai. Census, Tributum, Collecta, or also Steura. 

This word is generally used to cover all contributions made 
bv subjects, rendered as a duty, and may equally be a poll-tax on 
persons or a charge laid on goods.— Zedler, “ Universal Lexicon 
(Leipsig und Halle, 1744). 

Steuern. 

If the imposts (Auflagcn) are measured according to economic 
circumstances ( wirtschafiUchen Umsiande ), that is, according 
to the means of the citizen, so that a heavier impost (Abgabe) is 
laid, the more prosperous the payer is, and the more easily he 
can pay, then we have taxes {Steuern). —Dr. K. H. Han, Y r ? n< v 
satze der Finanzwissenschaft,” forming VoL III of Lehrbuch 
der politischen CEkonomie/' Part L § 86 (1832). 

Steuern. 

The contributions which individual economies must pay, in con¬ 
sequence of their dependence, to the State, province, commune, 
etc., or, generally, the particular collective compulsory economy 
placed over them, in order to assist in satisfying the financial 
needs of the receivers.—Roscher, “ Finanzwissenschaft, § 33 
(1878). 

Steuern. 

A definition [of taxes] satisfactory in science and practice, 
must first of all include four characteristics, two positive, two 
complementary and negative; taxes (Steuer) must be character¬ 
ized positively as revenue (Einnahme) in the finance of a public 
body, the State or other, and further as a specific, peculiar appro¬ 
priate revenue, in the last regard therefore, on the ground ox the 
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classification of income mentioned; and negatively must be 
definitely and recognisably marked out as a part cle yV 
off and differentiated from private income and from tee 
(Gebiihren).—Wagner. “ Finanzwissenschaft, 11 . 205 I 2 na 

edition, 1883). 

Steur. r . , 

The tax (sUuer) is a payment made by membei-s of a political 
community towards its expenses, simply m virtue of ^ e J ° ein | 
members, and without its being possible to balance accounts as 
regards particular expenditures and the particular benefits 
accruing to individual members.—G. Cohn, Finanzwissen- 
schaft,” Vol. II. of “ System der Nationokonomie, § 99(1009). 

Steuern. 

ff Or the State demands economic services for general purposes 

without (such) special services in return, as a duty of citizenship, 
according to a general standard,—taxes (bteuern) . which ar 
duties (. Abgaben) imposed on individuals to meet the_ geneial 
needs of the State.—F. H. Gesscken, m bclionbergs IUnd- 
buch der Politische CEkonomie, ’ Vol. Ill. 1 art i. 1. (4 

i;d Ge°ssck I en 9 Sso quotes v. Mayr’s very simple definition, as an 
example of undesirable simplicity— t axes are general money 
contributions ( Geldbeitrdge ).*' This recalls the definition an 
earlier edition of the “ Dictionary of the French Academy 
“ Taxation is a public charge, a duty imposed on certain things- 


Steuern. 

Taxes in a purely financial sense are those impositions (Auflage) 
or amounts rendered (Abgaben) which are demanded.as forced 
contributions from individual economies lor the service of the 
general public economy.—Prof. Conrad, “ Finanzwissenschaft, 

11 Taxes are forced contributions to the Slate funds, winch the 
State raises from private economies, according to a genoial icga 
standard, without offering an immediate equivalent lor it, as is 
the case in the levy of income tax, customs, etc. 1 roi. ( onraci, 
“ Grundriss," Hi- p- 5 ( I 9 ° 3 )- 
Steuern. 

Taxes arc what is compulsorily taken from.private incomes, 
without any definite services being rendered in return, lor the 
expenditure of the community. Logically, they arc sharply 
separated from Fees (Gebiihren) as the community does not earn 
them as it does Fees, by offering single definite services.—Dr. 
R. van der Borght, “ Finanzwissenschaft, Ik •£ (iqoo). 
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s 6. A FEW OTHER TERMS, WITH A NOTE ON 
INCORRECT DEFINITIONS. 

Tax (?). 

Let the king make the common inhabitants of his realm who 
live by traffic, pay annually some trifle, which is called a tax.— 

" The Laws of Manu,” IIT. 137. circa 500 B.c. 

[I do not know the term here rendered by “ tax," The quota¬ 
tion is from “ The Sacred Books of the East.”] 

Tax (Chinese terms). 

Some information in regard to the development of taxation 
is given in the terms applied to the tax systems of the Three 
Dynasties. According to Mencius, the tax system of the Hsia 
dynasty was called hung, “ tribute ” ; that of the Yin dynasty, 
tsu, “ assistance ” ; and that of the Chou dynasty, ch‘c, “ assess¬ 
ment.” Mencius does not explain the word hung , because it is 
clear by itself. H e comments on the other two words as follows: 
“ Ch'e means an exaction [from the people] and tsu means 
dependence [of the government].” 

[Hsia dynasty, b.c. 2205-1766. 

Yin dynasty, b.c. 1766-1122. 

Chou dynasty, b.c. 1x22-249.] 

—Dr. Chen Huan-Chang, “ The Economic Principles of Con¬ 
fucius and his School,” Columbia University (1911). 

Tributa. 

" For taxes ( tributa ) moderately imposed, and faithfully laid 
out in the service of the public, are only the wages (mcrces) 
which every man pays the state for the defence and security of 
himself and his property ; and to maintain. the expenses^un¬ 
avoidably necessary to that end—Baron S. Pufendorf, “ De 
Jure Natural et Gentium,” VIII. vi. 4 (1672). 

Gebuhr (pi. Gebiihren). 

1. Duty, devoir, due, office.. 

2. Decency, decorum, seemliness. 

3. Fee. 

4. Moderation, measure, bounds. 

“ Gebiihren an die Obrigkeit ” (fees to the authorities), tribute, 
taxes.—Fliigel’s Dictionary (1843 edition). 

Gebiihren* 

Fees (Gebiihren) have developed for the most part from per¬ 
quisites ( Sportcln) ; they are taxes {Abgaben) which are paid not 
to the official organ, but to the personal official who performs 
certain services for the public, as a supplement to his insufficient 
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salary— Dr J. Conrad. “ GrundrisszumStudiumderPolitischen 
(Ekonomie." III. i. vi. § 60 (1903). 

Gebiihren. . 

Fees {Gebiihren) are immediate compensations fo r s uch mdivi- 
dual services of the public organ, given wiiiingiy or mdeed u 
willingly, but occasioned trading-fashion, and_ bearing aclami 
on definite official acts, or the services °?. 

tions and organisations, not bound up with peculiarly econom c 
(wirtschaftlicher) activity.—Dr. R. van der Borght, Finsuu- 
wissenschaft, I* vi. § 16 (1908). 

Tax. 

(tassa ?) -tax is that part of the wealth of private individuals 
which the authority of the State, province, or municipality appro- 
"to <Xr to* provide for tfc public operas mctoigta 
the advantage of the general body >!f tapayme-I rof. Cora. 
“Introduction to the Study of Political Economy fEngi. 

Third voluL of “ Elements ' Wated 1888. 
The works were written m the seventies and eighties. 1 navi, 
not been able to trace the original passage). 

Tributo. 

A tax (tributo) therefore is a portion of each individual s 
property placed in the public treasury in order that the remainder 
may be enjoyed in security.—P. Verri. Meditaziom sulla 
Economia Politica” (i 77 2 )- 

Contribuzioni. Dazi. Imposte. 

Each of us enjoys the guarantees given to property, each feels 
that he lives under settled laws, that wise government is a grea. 
advantage • and it is just then that each should contribute to 
the maintenance of the government. Hence these payments are 
called contributions (contnbuziom).— Ant. Scioloja, I I rm- 
cipii della Economia Sociale ” VI. i. § 1,, 

The 3rd Edition (“ Edizione Tonnese,” X848) Here faclds— 

“ They are also called taxes (iazi) or imposts {impose) accord¬ 
ing as they are regarded as parts of wealth given up (data) or as 
being forced payments (costrello) to the government. 

Tassa. Imposta. 

Taxes (le tasse) are the equivalents of services received from the 
State by individual members; whilst imposts {wnposteY are 
general contributions paid for indivisible puMic S. 

jsjitti, ** Lezioni di Sdcnza delle t m anze # 11 * vl p. 233 (^9° ) * 
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Tassa. 

Taxes (iasse) form a portion of the cost of general services 
(divisible and) divided among individual citizens, who help 
by their effective consumption the public services, r. flora, 
“ Manuale di Scienza delle Finanze” (1903). 

[See his definition of Imposts, below.] 


Imposta. 

Imposts (imposta) are a part of the cost of general public 
services, indivisible, compulsorily levied by the State upon the 
wealth of all its members.— F. Flora, “ Manuale di Scienza delle 

[The elemen^of compulsion, absent from the definition of tassa, 
is here emphasized, and is related to the indivisible nature ot 
certain charges made by t the State.] 

Incorrect Definitions. 

(Leroy-Beaulieu, I. Vol. 2. 1 . p. 147 .) 

(1) Taxes are an exchange of services. 

(2) Taxes represent the premium of an insurance paid to 

guarantee security. , , t 

( 3 ) Taxes represent the setting in motion and the general 

expenses of exploitation of national capital. 

His Replies. 

(x) What about public debts ? “ The conception of taxes as 

the simple price of equivalent social services would lead to the 
theory of the repudiation of national debts.” 

It is true only “ in the general, not in the special sense. 

(2) The State is not" a mere gendarme.” Also, the comparison 
is false because the State does not make losses good, as does an 
insurance company. 

(3) Menier’s definition is a part of his theory of a single tax on 

capital. . . , 

The definition pre-supposes a proper use of national capital 
by the State (Fr. exploitation). L.-B. thinks it would not 
cover ill-advised expenditure. The definition is given on pp. 202- 
263. * . 


Appendix II. 

A NOTE ON FAMILY BUDGETS AND TAXES. 

Several attempts have been made from time to time to assess 
the amounts paid in taxes by representative people of various 
classes. According to the ideas expressed in this book, it would 
be still more useful to trace the amounts of pure.tax that are 
paid. This, however, is a much more difficult thing. So long 
as we are dealing with gross taxes of all kinds, as paid, the ques¬ 
tion is only one of statistics, but there is no known criterion 
by which we can divide a Sanitary Rate or an Education Rate 
into definite payments for definite services, and definite payments 
for indefinite services. 

Rut the simpler calculation, t hat of reckoning out the amounts 
paid in gross rates and taxes by “typical people of different 
classes, yields results that are of very limited utility. It is 
very difficult indeed to find a “ typical man of any class A 
farmer, a Civil Service clerk, and a shopkeeper, pay their rates 
under conditions so different that if their incomes were equal to 
say £400 a year, they would by no means pay equal amounts 
in rates. The fanner, under the Agricultural Rates Act of 18961 
is assessed at half the ratable value of his (arm for general 
purposes, and by the Health Acts of 1848 and 1875 at a quarter 
of the ratable‘value for public health and lighting services 
(District rate). The clerk and the shopkeeper pay upon the 
full ratable value of their assessments. The shopkeeper pays 
rates on his house-rent and on his shop-rent, whether these are 
two amounts or one. He will probably be paying far more m 
rates than the clerk or the farmer ; and the clerk and shop¬ 
keeper will be paying more per pound of ratable value than 

the farmer. ' 

We cannot assume, moreover, that these are real payments' 
in the sense of ultimate payments. The farmer and shopkeeper 
can and will shift the rates they pay on to the people who buy 
from them, and the usual tangle of “ shifting and incidence 

results, f w . ., 

The farmer, again, needs a very large area of land lor^ Ins 
work, the shopkeeper less, the clerk still less. The clerk might 
point out that he pays income tax to the full, for his income 
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is known, whilst the incomes of the farmer and shopkeeper 
are not always very clearly known, even to themselves, and he 
might suggest that if they err in stating it for Inland Revenue 
purposes, they probably err, being human, in quite a human 
manner. Here the shopkeeper might call attention to the 
fact that the farmer since 1896 (Agricultural Rates Act) is 
relieved from more than half his rates. And all these mingled 
inequalities are to be balanced against the varying benefits 
received, in the three cases, from the expenditure of the rates. 
• It may be that such inequalities, since they are not all on 
one side, as these examples show, average themselves out to 
some sort of rough justice. But there is no reason why they 
must. If the injustices balance each other, it is partly by 
chance and partly by the working of the slow semi-conscious 
adjustment that characterises all old human institutions: an 
adjustment made by taking off a little here, putting on a little 
there, until the mass of balances, exceptions, additions, allow¬ 
ances, and other changes and counter-changes grows so com¬ 
plicated that it is all revised or codified upon a simpler basis. 

There are difficulties in the way of reckoning and how the 
gross rates and taxes are distributed among individuals and 
among classes. There are difficulties in deciding on representa¬ 
tive or typical individuals for these classes ; and further diffi¬ 
culties in separating out the pure taxes from the gross rates 
and taxes paid. This last calculation would relate directly to 
the scope of this book, and was at first projected. We have 
outlined enough of the difficulties in the way to show why the 
idea of including such an assessment in this work was abandoned. 
The inquiry lias its own fascination, however. We should most 
of us like to know how much real (pure) taxes we actually pay 
—and no doubt attempts will be made. In any such attempt 
(one giving, say, (1) income, (2) gross taxes, (3) pure taxes, in 
parallel columns) it would be very necessary that the considera¬ 
tions which led to £y of pure tax being separated out from £x 
of total tax should be clearly stated. Assessments made by 
people of different: political views would probably not coincide. 
We shall be content here to quote some of the attempts that 
have been made at assessing gross “ taxes.” 


1. 

Joseph Massie published in 1756 a work with the title “ Cal¬ 
culations of Taxes for A Family of each Rank, Degree or Class, 
for One Year.” He gives in all thirty cases, from which we 
here select four, numbered 1, 7, 16 and 30 in his tables, thus 
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(i) A Nobleman with an income of £20,000 a year,—evidently 
a large landowner, as he pays £4,000 land-tax. 

(7) A Gentleman; income £1,000 per year. 

(16) A Farmer; income £100 a year. 

(30) A Husbandman, or Labourer in the Country; income 
£13 a year (5s. per week). 



By Persons having Incomes 


{a) Taxes Paid on 

(1) 

of £20,000. 

(7) 

£1,000. 

(16) 

£100. 

(30) 

£13- 


£ s. d. 

£ s. d. 

£ s. d. 

£ s. d. 

Malt, Beer, etc. . 

68 18 0 

II I 0 

2 I4 0 

047 

Salt .... 

484 

0 14 2 

0 5 IO 

0 3 4 

Sugar, Currants, etc 

719 0 

1 5 6 

O4O 

0 2 0 

Leather , . . 

3 xo 8 

0 11 4 

O4O 

0 2 2 

Soap and Candles 

15 8 0 

2110 

052 

0 1 3 

Coals (in London) 
Houses and Win- 

8 0 0 

2 16 0 

080 


dows.... 
Drugs, Tobacco, 
Glass, Stamps, 

O 

^r 

O 

540 

079 


etc. .... 

500 O 0 

25 0 0 

—* 

0 2 6 

Land Tax (4$, in £) 

4,000 0 0 

200 0 0 



Wines, Rum, Cof¬ 

4,628 18 0 

249 3 ° 

489 

0 15 10 

fee, Tea, etc. . 
Foreign Silks, 

1,500 0 0 

75 0 0 

1 3 4 


Linens, etc. 

250 0 0 

12 IO 0 

0 311 


Total Taxes 

£6,378 18 0 

£336 13 0 

£5 ° 

£0 15 xo 


—6/5 in the 

«6/9 in the 

=1/7 in 

«t/3 in 


£ on Income, 

. £ on In¬ 
come. 

the £ on 

Income. 

the £ on 

! Income. 


f< The poundage rates on income given at the bottom of each 
column recall some of the arguments that have been used in 
the discussion of the respective claims of proportional and pro¬ 
gressive rates. The argument for progressive taxation is usually 
conducted on the implied assumption that pure taxes are being 
considered. Apart from the difficulty of finding any definite 
progressive scale, there is to be considered the difficulty, when 
a scale for pure taxes is fixed, of finding any corresponding 
scale for general mixed taxes. No solution offers itself; 
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With this in our minds, as a corrective against hasty deduc¬ 
tions of any kind, we may set Massie’s poundage rates against 
those of the Income Tax as fixed in the Budget of 1909- 

| Payments in the Pound Payments in the Pound 
Income in Massie’s Calculations on Income (1909 Budget). 

( 1756 ). 


: Earned.” 

9 

18! 


‘ Unearned,** 
14 
iSl 


Another attempt was made in a work published m 1833, an 
again (Third Edition) in 1835. The book is a History of the 
Middle and Working Classes,” by John Wade. In an appendix 
there are four family budgets given 

Per Week. 

S • dm 

(x) Expenses of the Family of an Agricultural Labourer 

in 1762-— -[Londofi Magazine for i yb2\ , * * • 

(2) The same, on an average of 65 families (working out 

to 5persons per family) \Gases collected by bw 

( 3 ) Expenditure*at ^Grocer’s Shop-Labourer, Wife, and 

6 children [" Poor Law Commission Report, p. 251, 

w # , , . . * *3 3 

(A Proper'Food for an Able-bodied Labourer, with a wife 
and 4 children, per week. [“ Plain Statement of the 
Case of the Labourer,” p. 23, London, 1831] • ■ 

This last is worked out to show the proportion of tax or 
monopoly ”—the latter referring to the effects of the monopoly 
of the East India Company. The basis of the assessment of 

tax is explained thus. . , 

(a) Duty on wheat, 25s. to is. per quarter, as prices change 

from 61s. to 70s. a quarter. 

Duty on bacon, 28s. per cwt. 

Duty on butter, 20s. per cwt. 

Duty on cheese, 10s. 6 d. per cwt. . . 

These are taken together m the account given below, and 
the writer says, on the basis of these duties, It is not too much, 
then, to say, that one-third of the weekly outgoings of a labourer 
in bread, bacon, butter, and cheese, is caused by agricultural 
taxes.” 
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(b) “ The duty on tea is 96 per cent., ad valorem, andL 100 per 
cent, on all teas sold above 2s. per lb., at the East India. Corn 
pany’s sales.” (The duty was lowered in 1834 to is. Qd. pe ~ 
lb. on low-priced teas, and raised after 1836 to 2s. xd. on all 
teas. A full account is given in Sir S. M. Peto’s “ Taxation ” 
1863.) The effect of the Company’s monopoly_ is reckoned. at 
9 \d. or iod., being the difference between the price at the Com¬ 
pany’s sales (is. 6 d. to is. 7 d.) and the prices at Hamburg and. 
New York (8|<L or 9^.). 

Duty on foreign coffee, is. 3 d. per lb. 

Duty on British plantation coffee, 6 d. per lb. 

From these figures the writer reckons “ Two-thirds, therefore 
of the labourer’s expenses in the tea or coffee poi may be traced 
to political causes.” 

(c) “ Duty on West India sugar, 24s. per ewt., or 2 - x s r d. per 
lb. ; on East India, 32s. per cwt., or 5 11 . per pound. 

(d) Duty on malt, 20s. 8 d. per quarter; on hops, 2 d. per lb. 

(c) Duty on hard soap “ which is that commonly used/’ 3^ 

per lb. (about 100 per cent.); on tallow, 3s. 4a!. per cwt. ; on 
barilla, 2s. per cwt. ; on turpentine or rosin, 4s. 4<f. per cwt. : these 
being substances from which soap is made. 

(e) Local London duty on coals, 13^. a chaldron, or about a 
farthing per cwt. 

The following is the labourer's budget (No. 4, above) with 
the tax as reckoned on the bases given. 

Proper Food for an Able-bodied Labourer, having a. Wife 
and Four Children, per Week; with the Proportion of 
the Price of each Article of Provision occasioned by 


Tax or Monopoly. 

' 

Price. 

Tax and. 
Monopoly. 


$, 

d. 

s. 

d . 

5 gallons of bread. 

7 

6 

1 Z 

6 

3 lb* of bacon at yd, per lb. 

1 

9 

0 

7 

2 lb. batter at iod, . 

t 

S 

0 

<5T 

2 lb. cheese at 6 d . 

1 

0 

0 

3 

Tea (evidently } lb.) .... 

0 

9 

0 

6 

Sugar (i lb.). 

0 

7 

0 

3 i 

7 quarts beer, at 2d. quart . 

1, 

2 

0 

7 

i bushel of coals ..... 

1 

2 

0 

oi- 

3 faggots.* 

0 

9 

0 

0 

&&■ 

i lb. soap. 

0 

4 

; O 

| lb. candles. 

0 

4 

1 O 

l f ___ 

0 


17 

0 

5 
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A comparison is made between cases (1) and (4), the duties 
in the former case being reckoned thus—malt, 4s. 2d. ; salt 
is. 8 d .; soap and candles, 3s.; leather, 2s.; sundries, 2 d. 
Total, ns. for the year on these items. The author reckons 
that labourers paid in taxes about one-thirty-sixth part of the 
weekly expenditure in 1762, and, leaving out “ the agricultural 
taxes and the 100 per cent, addition to tea occasioned by the 
monopoly of the East India Company,” one-fourteenth in 1831. 

III. 

When Mr. Robert Lowe in 1871 proposed (and abandoned) a 
match-tax, Professor Stanley Jevons discussed the project in a 
pamphlet (" The Match Tax : A Problem in Finance ”) issued in 
the same year, and afterwards included in the volume called “ The 
Principles of Economics.” To this pamphlet there is an appen¬ 
dix, called “ Estimates of Taxation,” dealing with three imaginary 
families, “ supposed to expend in the year £40, £85, and £500 
respectively.” Each family is assumed to consist of “ man and 
wife, one child over ten years of age, and one under that age, 
this being the family which most nearly represents the average 
composition of the population. Their consumption is taken 
equal to that of 3! adults. The family expending £500 a year 
is supposed to include also 3 adult servants, making altogcther 
H adults.” It may be noted that the relatively larger families 
in the poorer classes is a fact not taken into account, and 1o 
some extent this will affect the results of the inquiry. 
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Thing Taxed, and 
Rate, 


Families expending, per year, 


£40 (15s. week). 


j Per 

r c d C6Ilt ' 
£ a ' lof in- 
j"come 


Flour, 4ld. per cwt. 
Tea, 6 d. per lb., 
reckoned at 7*4^. 
(because of licences! 
and profits) . 
Coffee, 4 d. per lb. 

(with licence, 

Sugar, id. per lb. 

(with profit, 1*2 d.) 
Fruits, ys. per cwt. 
(with profit, rgd. 
per lb.) . . . 

Rates, at 4s. (ul. in £ 
(on rents of £5 4s. 
£10 85. and £63 
respectively) . 

Beer (tax. with pro- 
fits, hi. per qt.) . 
Spirits (duty, licence 
and profits, 12s. gd, 
per gallon) 

Wine (total, 13-2d. 

per gallon) 

Tobacco (with profit, 
45, per lb.) 

Income Tax, at f,d. 

in ^ . 

House Duty, ;rt 9 d. 

in£ . . ■ ■ 

Insurance, is. <>d, on 
£800 .... 
Legacy Duty on £100 


o 4 


.56 


£85 (33s. week). 


£ d- 


3 8 


Per 
, cent, 
lof in¬ 
come 


£500. 


£ s, d. 


o 3 (> ’44i 0 7 1 

_ o 4 6 

o 9 o | r-i2i o 13 8 

i i 

, — , o o 9 

1 | 

1 O o | 2’5 i 2 O O 

1 o 4 ‘ 2*5 i I o 1 


■22 j 0 4 9 

•41 I 12 O 
*20 o 10 5 

•80 I T3 9 

•05. o 2 o 

2*4 i 0 9 0 

0-2 \ 


Per 
cent. 
|of in¬ 
come 


* 05 

*32 

*10 

| -u 

* *02 

11*9 


5 r> I ‘ 


o o 1*8 


4 o j 3 *0 : i 4. o 


1*4 


to 8 4 


3 


o 12 

3 *7 


£4 I 4 |xo-x 

1 . 0 / 

I /o 


IV. 


\fO iq 6 8*2 : £sg 16 & 

^ "" i 0/ 

i /O 


% 


In an arlicle called “ The Incidence of Taxation in the United 
Kingdom ” {Yale Review, Feb.,‘1898). Mr. C. P. Sangar gives the 
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following results of his calculations and inquiries upon propor¬ 
tionate payments of taxes. Basis: “Calculated average con¬ 
sumption per head in the working classes to roughly correspond 
with my estimates.” 


Tea 

Beer 

Spirits (excise) 

„ (imported) . 
Coffee . 

Chicory 
Cocoa, etc. . 
Currants 

Figs, prunes, raisins, 
Tobacco 


etc. 


Per head per annum. 

5* lb. 

29J gals. 


proof gallon, 
lb." 


X U Mdvvv • « • * * * Q " 

[Some of these figures seem rather small for annual amounts!] 


Estimated Incidence of Imperial Public Burdens in the 
United Kingdom in Millions of Pounds. 



Working 

Other 



Classes. 

i 

Classes. 


Customs. — 




Tobacco . 

7*3 

3 * 1 

10*4 

Tea . 

2*5 

1*1 

3-6 

'.Rum ....... 

1*6 

•0 

2*2 

Brandy . 

*4 

*9 

1*3 

Other Spirits. 

*3 

*6 

*9 

Wine . 


i*i 

1*1 

Other Customs Duties . . 

*3 

-6 

*9 

Excise — 




Beer . 

7-0 

3*5 

10*5 

Spirits . 

12*0 

4*0 

16*0 

Other Excise Duties and 


1 


Licences ...... 

1*6 

2*4 ! 

4*0 

Stamps and Death Duties . . 


i6*o 

16*7 

Inhabited House Duty . 

— 

*‘5 

r 5 

Property and Income Tax . 

— 

15*6 

15*6 

Net Postal Receipts . . . 

“5 

2-6 

3 ** 

Total . 

34*2 

53-6 

87*8 

Percentages .... 

40 

60 

— 

Rate per head .... 

3 

11 

— 


Local Public Burdens are reckoned as being distributed thus— 

Working Classes, £7,280,7x8. 
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Other Classes, £31.511.870. 

Total Public Burdens, imperial and local, are assessed per 
head and per family, thus— _ 

Working Classes. Other Classes. 


Per Head per annum . - • 

Per Family of Five per annum 


£*■ 10 4 

£7 ” 8 


£7 5 10 
£36 9 2 


The figures are given as “ very doubtful,” but the writer 
adds “ in the present state of our statistical information I doubt 
whether we can get much better ones.” He leaves the question 
of fairness “ to the individual judgments of his readers. 

There is some further comment on this article £UKl on the. 


Three possible principles are indicated—Minimum sconce, 
Equal Sacrifice, Proportional Sacrifice ; and Mr. Sangar gives 
for comparison the chief results of two earlier calculations—thus— 
1 . Leohe Levi. 

Imperial and Public Burdens. 

j Working Classes. I Other Classes. 


1842 . 
1,862 . 
1882 . 


Dudley Baxter (1869). 


i Working Classes. Other Classes. 


Imperial . 
Local 


Tlic next example is in the form of a comparison 
the amount of taxes per pound ol income paid| by a labourer 
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and a fanner respectively. It occurred in an article headed 
“ The Labourer’s Income Tax,” by “ A Country Parson, in 
the Daily News, 1912 (I have omitted to preserve the exact 
date, in cutting out the article). The cases cited are of individuals 
well known to the writer. The labourer “ earns a steady 15s. 
a week. As a rule he has two pints of beer a day, sometimes 
a little more.” The labourer himself considers two gallons a 
week a fairly correct average for the year, and. he has about 
“ eight half-ounces ” of tobacco a week. His wife buys about 
six pounds of sugar, one pound of tea, one pound either of raisins 
or of currants, per week. On this basis the following computa¬ 
tion of the taxes he pays is made out. 


Farm Labourer. 


Article. 

! Duty. 

1 

Amount of Tax. 


. _ “i 

£ 

s. 

d. 

Beer, 104 gals. 

. i <p. tod. a barrel 

1 

7 

0 

Tea, 52 lb. 

„ | 5(1. a lb. 

I 

T 

8 

Sugar, 312 lb. . . 

. . . | ts, jod. a cwt. 

1 0 

i 

4 

7 

Currants, 26 lb. 

2 s. a cwt. 

i 0 

0 

5 

Raisins, 26 lb. . 

. ; 7 s. a cwt. 

0 

1 

7 

Tobacco, 13 lb. 

. i 3s. 8 d. a lb. 

1 

1 

1 

7 

H 

Total Taxes paid on an income of £y> per annum 

£5 

2 

1 I 

" The labourer’s 

contribution is . . * more than 

an 

eighth 


of his income. It is more than the equivalent of an income- 
tax of half-a-crown in the pound.” . 

(Note .—The duty on “ manufactured tobacco varies trom 
4s. 8 a!. to 5s. 4a!. per lb.) . 

The farmer rents 400 acres, and his income is only guess¬ 
work.” It is put at £400 per year, with the note ” I do not 
fancy that he is assessed any higher.” Further “ He keeps a 
motor and uses two gallons of spirit a week. He tells me a 
gallon of whisky lasts him four weeks; he has a barrel of beer 
a month.” 

From this we get the calculation on the next page. 

" He pays . . . less than one-twelfth, or at the rate of under 
is. 8 d. in the pound.” 

The writer quite properly takes little notice of the fact that 
the labourer " could save £3 14s. of the amount,” i.e. by being 
a teetotaller and a vegetarian. If this argument is to be used 
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Farmer. 


Ai tide. 

Duty. 

Amount of Tax. 


s. d . 

L s. d. 

Motor. 

— 

2 2 O 

Spirit, 104 gals. 

0 3 

1 6 0 

Whiskey, 13 gals. 

14 9 

9 11 9 

Beer, 12 barrels. 

9 6 

5 14 0 

Tobacco, 13 pounds. 

3 3 

1 1 <3 

Sugar, 600 pounds. 

T 10 

092 

Tea, 52 pounds ...... 

0 5 

1 r 8 

Coffee, 52 lb. .. 

0 if 

0 (> 6 

Currants, 52 lb. 

2 0 

! 0 010 

Raisins, 52 lb. .. 

0 7 

1 u 3 2 

Income Tax, £400 - £160. 

0 9 

i 9 c 0 

Farm House, £20 ..... 

0 4 

0 6 8 

Total Taxes paid on an income of £400 per an mini 

i 3 r 3 5 


at all, it should be carried further. Why should the labourer 
and his wife drink tea ? For tea is no more necessary for 
efficiency than beer or tobacco. Nor, in fact, are raisins or 
currants essential things. Mankind existed for ages without 
them. A dietary of bread, oats, potatoes, greens, pulse, and 
water, would no doubt be sufficient for full health arid vigour* 
Why should not the labourer fall back on some such hygienic 
scale ? The obvious answer is, that he is neither a simple work¬ 
ing-machine nor a simple beast of burden, but a human being 
and a citizen. 

JtriBy eliminating beer, whisky, and tobacco, we should get a 
different ratio of taxes. It comes, in this case, to about ^ of 
income for the labourer, and about d 7 of income for the farmer : a 
dose equivalence that will please all who think the argument 
for such exclusion a valid one. The elimination of tea would 
make a slight further change. Then we might ask, what about 
the motor ? In what sense is it, or is it not, a necessity ? 
fa- There is, in actual life, a real scale of necessities, in each 
individual expenditure. But the scale is individual. There 
is no common scale that can be generally applied. This is one 
of the difficulties that make attempts at fixing the proportions 
of taxes paid by different people, so unsatisfactory in their 
actual significance. A certain expenditure being assumed, 
the amount of tax paid can with some accuracy be reckoned. 
But the expenditure of £100 or £1,000 is not always distributed 
among the same items, or in the same proportions. The inquiries 
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are interesting, but the results are not safe bases for general 
inferences. In these two cases alone, there might easily be 
living in the same village!- other labourers with a wage of 15s., 
a week, B, C, D, and so forth, whose expenditure differed from 
that of the labourer cited, in these ways— 

B does not smoke. 

C is a teetotaller. 

D is a non-smoker and teetotaller. 

E smokes, drinks beer, but never drinks (or buys) tea. 

F does not smoke, or 0 drink beer, or drink tea. 

G'«Smokes, but does "not drink beer or tea. 

Ali these men will pay different fractions of their', income in 
taxes. If we introduce spirits, we can nearly double the number 
of permutations. When, in the case of the farmer, we introduce 
spirits (for drinking) and the motor, as variable items in the 
expenditure of farmers with'incomes of £400 per annum, we 
s hah have about twenty differently-taxed farmers, each of 
whom can be paired-off for comparison with each of the labourers 
B, C, D, E, F, G, as well as with the original labourer A.- It 
is plain that we can select a pair to prove that the farmer is 
harder hit than the labourer, or vice verslL Butjmtil we can 
agree upon representative tables of expenditure for men of each 
class, we can get no satisfactory results. 

The obvious suggestion of an average offers itself. But aver¬ 
ages are very unsatisfactory in things that are intensely personal 
and individual. Some plan is wanted that will retain and show 
the individual records of amounts paid, while placing them for 
comparison with the individual records of other individual cases 
in other classes of individuals, whether these be people of other 
social grades, or of different occupations, or simply people with 
different incomes. 

Thus we might take the labourers A, B, C, D, E, F, G, just 
mentioned, and work out the poundage or percentage of total 
taxes paid, in each case. Tire same could be done for town 
labourers, for artizans, for people of any number of groups. If 
we take our series from A to Z, or nearly (so as to include 20 
to 25 individuals in each series), all paying different poundages, 
we shall not need to trouble about the fact that there are more 
labourers of the A type than of the D or F type ; but if we take 
a smaller series, such as A to G, we must from other sources 
reckon how many A’s should be counted in with one F, These 
could be plotted out in a curve, and other curves could be plotted 
in like manner for other groups. We should then have before 
us series contrasted with series, the average of each series lying 
side by side with the average of other series, and the extremes 
and range of each showing at a glance for comparison. From 
a large number of such eurves we could make such generalisations 
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as the following, generalisations, however, that should be read 
and considered together with the curves themselves— 


Rural Labourers with wages 14s. 
taxes varying .... 


to 17s. per week, pay gross 

.from 

to 


Pence 
in the 

£ 


s 


and averaging . . y 


and so with other groups. 

But as for pure taxes, the difficulties are so great, once we 
get away from the Income Tax and Estate Duties, as to make 
the task nearly hopeless. 


VI. 


Mr. Chiozza Money, in an article of April, 1913, makes a com¬ 
putation which he gathers into two tabular statements, the 
second being the last column of the table as given here, and the 
first, the other columns. 


Income 

per 

Annum. 

A 

Indirect 

Taxes. 

B 

House 

Duty. 

i 

c 1 

1 ncome 
Tax. 

£ 

£ 

£ d. 

£ d- 

75 

8 

-- 

”*“■"* 1 

200 

12 ! 

0 7 b 

T 10 O 

(earned) 



| 

500 

16 

! 2 6 

! 13 a 6 

(earned) 




1,000 

24 

3 7 f > 

| 37 TO O 

(earned) 



i 

10,000 

80 

ji8 15 0 

1758 b 8 


Total 

Totals .pressed 

of ,l as in- 
A, B» & C. | / ome 
j Tax. 


• Per 
l <i.| cent. 

8 0 Oj 10*6 

13 T7 6j 7 

30 5 oj 6 

! 

64 17 Oj 0-5 

J<57 1 8i 8-6 


In¬ 

come 

Re¬ 

main¬ 

ing. 


£ 

67 

186 

470 

■935 

9 , 1 43 


His first case is of “ a family with 30.s\ a week/" which would 
be £78 per year, but is set down at. ^75 io make some allowance 
for unemployment*—-probably an insufficient allowance in the 
majority of cases. The £8 of indirect taxation is arrived at by 
dividing the £72,000,000 of customs and excise duties by the 
number of families in the United Kingdom—9,000,000. “ A 
teetotal, non-smoking family would, however, pay much less; 

'The £200 man is assumed to live in a £30 house, and his indirect 
taxes are reckoned at i*| times the average for the country. 
The indirect taxes of the man with an income of £500 are put 
■at twice the average, £16, and those of the man with £1,000 a 
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year at four times the average. A house rented at £45 is assumed 
to be appropriate for an income of £500, and a house at £90 
for an income of £i,ooo. These rentals are rather low if any¬ 
thing for London, but are probably fair approximations tor 
the whole country. The man with £10,000 a year is credited 
with two houses, each of an annual value of £250, and his indirect 
taxes are put (with a view to the consumption of taxed com¬ 
modities by his servants) at ten times the average. 

Stamp duties are omitted throughout. , 

Mr. Money's conclusion is that “ the rate of taxation does 
not diminish in any sensible degree the enjoyment to be got out 
of a big income by its owner.” 

VII. 

There are several tables given in “ Some Notes on the Incidence 
of Taxation on the Working Class Family, by F. W. Kolt- 
hammer, M.A. (“ Ratan Tata Foundation, published through 
the London School of Economics, 1913)- The writer a conclu- 

sions are summed up in seven " General bindings, of winch 
the most striking is that food taxation in this country is regressive. 
The smaller incomes pay a disproportionately large percent age. 
The working-class family is held to pay bd. per week m indirect 

* d The following is a selection from Table X. Taxation is shown 
as a percentage of income. In the table as given, there are thirty- 
one incomes, ranging from 18$. to £5 P er wee ^* 


Income. 


o 18 
1 o 

«■ 5 
% 10 

1 *5 

2 0 
2 5 

2 ID 

2 15 

3 0 

3 ro 

4 o 
4 10 


5 



Food Taxation. 

L 


0 

2-84 

0 

2*56 

0 

2-05 

0 

1*71 

0 

1*46 

0 

1*28 

0 

1*14 

0 

1 ‘02 

0 

*93 

0 

*85 

0 

*73 

0 

•64 

0 

*57 

0 

* 5 X 


Food + Tobacco 4 - 
Alcohol Taxation. 


T l 

6-4 

5*12 

4*27 

3'f>5 

3*2 

2*85 

2*55 

2*32 

2*12 

1*82 

1*6 

1*42 

1*27 
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0f The baSsTf theses is stated in the 

be given fairly except at some length. The curious must turn 
for it to the pamphlet itself. 



Appendix III. 
BIBLIOGRAPHIA. 


The references given in Chapter I (Appendix) and in Chapter 
II make a bibliography of over a hundred books, but many ot 
them are not books solely or chiefly dealing with taxation. 

The references that follow are of the nature of a short biblio¬ 
graphy of bibliographies on taxation, rather than an attempt 
It a new bibliographical list. The reader who wants guidance 
to a few standard books can usually get it m any modern text¬ 
book on the subject. The student who wants a full bibliography 
for reference needs more than can be offered at the end ot a 

work such as this. , « 

For English readers, the lists given in two of the following 
works are so complete, that with their accessibility they are 
sufficient for all but exceptional purposes. The two works are 
Seligman’s “ Incidence ” (3rd Edition, 1910) and Ba.sta.blcs 
“Public Finance.” In the former work, the bibliography is 
given as such. It is chronologically arranged, and it includes 

over Soo references. _ „ . „ % 

The works cited in Bastable's “ Public bmance are given 
as a list in the first edition (1892), but in the second (1895) and 
third (1003) editions they are mentioned only m the text, ana 
must be traced by using the index. The range, however, is very 

W *Part I refers to general bibliographies on taxation. 

Part II gives bibliographies of current issues. 

PART I. GENERAL BIBLIOGRAPHIES. 


Stammhammer, J. 

“ Bibliographic der Finanzwissenschaft,” 1903. Jena: Gus¬ 
tav Fischer. A very full list. Arrangement, chronological, 
in sections. Of these, Steuerlehre (p. 1295 * seq.) and Steuer- 
grundsatze j(p. 293 et jseq.) refer,more particularly to the subject 

of this book. 1 t ! , , , . „ , 

By far the completest jbibliography jot ^taxation (yet issued. 
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Seligman, E. R. A. 

“ The Shifting and Incidence of Taxation,” 3rd edition, pub¬ 
lished by the author, New York, 1910. 

The appended bibliography gives over 500 works, arranged as— 

(1) Signed works before 1776. 

(2) Anonymous works before 1776. 

(3) Works since 1776. , „ 

An edition is issued in French, “ Theorie . . . de l’lmpot 

(1910) with the bibliography in full (Br. Mus. 08227, c. 15)- 
There are full bibliographies also in Professor Seligman’s 
'' Income Tax ” (34 pp.), and in his issued works generally. 

Bastable, Prof. C. F. 

“ Public Finance,” Macmillan, 1903 (3rd edition, enlarged). 
The references are in the text, and in footnotes, blit there is a 
good index. 

“Standard Books.” 

Nelson, 1910. 

Vol. I. pp. 603 to 606 gives about 120 works, chiefly modern. 
“ The Best Books.” 

Sonnenschein, First Ed., 1887. Re-issued 1891, 1896, ^1901, 
1903. About 40-50 works, pp. 236-237 and p. 218. There 
are brief directing notes. (“ Sonnenschein ” is now G. Allen & Co.) 

“The Readers’ Guide.” 

Sonnenschein, 1895. A Supplement to " The Best Books.” 
Under “ Public Finance and Taxation ” about 40 works are 
cited, with notes (pp. 176-178). 

Gebe-Stiftung. 

“ Katalog der Bibliothek der Gebe-Stiftung zu Dresden,” 
1900. Band I. Unterabtheilung I. Nationalokonomie und 
Finanzwissenschaft, 224 pages, including a “ Book and Author, 
Index. 

Georg Hanssen (Gottingen). 

Katalog Nationaloekonomie, J. Baer & Co., Frankfurt, 1911. 
Part XII. Finanzwissenschaft, Steuer und Zollwesen, pp. 
259-306. 

McCulloch, J. R. 

“The Literature of Political Economy,” 1845. Longmans. 
Chapter XIX. “ Revenue and Finance,” pp. 318-349. gives a 
good list of works issued between 1679 and 1845. 
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1 

Coquelin et Guillaumin. 

“ Dictionnaire de l’Economie Politique,” 1852 (re-issued in 
1874), 2 vols. Article, “ Imfidt." A bibliography of about 
200 books and pamphlets, pp. 9x0-914 (Br. Mus. 8207, S. 1). 

Cossa, L. (Dyer, tr.). 

“ Introduction to the Study of Political Economy ” (a trans¬ 
lation of Cossa’s “ Guida alia Studio dell’ Economia Politica,” 
1876. Translation, 1893). The “ Historical Part,” pp. 113- 
549, has references at the end of every section, making altogether 
a full bibliography. The “ Taxation ” references can be traced 
by the Index. They do not form a large part of the book. 

Schonberg, Gustav von. 

1 “ Handbuch der Politischen CEkonomie,” Tubingen. Fourth 
(and last) edition, 1897. This work was constantly revised until 
the death of the editor. Vol. 3 deals with Finance. The many 
references are given at the heads of the chapters and in small 
type paragraphs. There is a good index. 

Gide et Rist. 

“ Histoire des Doctrines Economiques,” by Chas. Gide and 
Chas. Rist. Paris, 1909. There are many references to books, 
chiefly in the form of footnotes, but those referring to Taxation 
cannot easily be traced, as there is no index except one of proper 
names. 

Haney, Dr. L. H. 

"History of Economic Thought,” Macmillan, 1911. There 
is an Index of Names, and a General Index, by which a good 
many references can be traced in the general account. 

Plehn, Dr. C. C. 

“ Introduction to Public Finance,” Macmillan, 3rd Edition, 
enlarged, 1909. 

A bibliography of about 40 works is given on pp. 466-468. 
Wagner, A. 

“ Finanzwissenschaft,” Leipzig und Heidelberg, 2nd ed. 1877, 
3rd ed. 1883. 3 vols. 

The references are given throughout the volumes in para¬ 
graphs set in smaller type. There is no index. 

Conrad, J. 

" Grundriss der Politischen CEkonomie,” Pt. III. Finanzwissen¬ 
schaft. With a bibliography of over 200 works, given at the 
heads _of the chapters and sections. 
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Eheberg, K. von. 

ff Finanzwissenschaft.” Twelfth f (enlarged) edition, J1912. 
Many works are cited at the ends .of the chapters, and there 
is a good general index. 


Girardin. 

<e L’Economie Politique et ITmpdt.” With a list [of nearly 
eighty works. 

Grice, J. W. 

“ National and Local Finance,” P. S. King & Son. 1910* 
Seven pages of bibliography, including official papers and general 
works issued in England, France, Belgium and Prussia, dealing 
chiefly with the relations between national and local finance. 


“ What to Read on Social and Economic Subjects.’’ 

P. S. King & Son. Fabian Society. About 25 works, all 
modern, and including Governmental publications. 


Lorenz, Otto. 

" Catalogue General de la Libraire Fran^aise.” 

Issues for 1840-1865, et seg. } as far as 1906-1909* 

The 1840-1865 issue (6 vols.) is under Authors Names. 

The 1840-1875 issue is under Subjects. It gives about 15 ° 

books under “ imfiot” .. , 

The last subject index ends with 1905 (1900-1905). It gives 
over 100 additional books, and there are about 200 m three 
intervening subject-volumes j about 45® volumes in all (Br. 
Mus. Reference Shelf 2036). , 

On the same shelves are Barbier’s ” Dictionnaire des Ouvrages 
AnonyraesHalkett and Laing’s Dictionary of Anonymous 
and Pseudonymous Literature ” (2035) and similar compilations* 


Ldon Say et J. Chailley (Ed.). 

“Nouveau Dictionnaire de rEconomie Politique,” 1892. 
Vol. IL pp. 64-66. Nearly three columns of bibliography, at 
the end of the article “ Impot The works are classified, but 
on a plan more interesting than helpful. 


Parliamentary Papers. A Catalogue. 

Pub. P. S. King & Son. 

1801-1900, with a few of earlier data 
1901-1910, Supplement. “ Taxation,” 
“ Income Tax.” 


“ Local Taxation,” 
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A. P. C. Griffin. 

Select List of Works Relating to Taxation of Inheritances 
and of Incomes United States and some Foreign Countries. 
Washington. Library of Congress. 1907. 

H. H. B. Meyer. 

Additional References (to above). Washington. Library of 
Congress. 1911. 

Foriescm. Subject Index:. British Museum. 

PART II. BIBLIOGRAPHIES OF CURRENT ISSUES 
11 Bibliographic der Socialwissenschaften ” ; i 4 Bibliography 
of Social Science. , 1 

Editors, Dr, H. Beck, Berlin, Dr, Chas. Kinzbranner, London. 
Published in six editions, in the German, French, English, 
Italian, Russian and Hungarian languages, as a monthly journal 
(beginning in January, 1905). The " parent " edition is still 
issuing—' Bibliographic der Socialwissenschaften/" Dresden, 
0 . V. Boehmert, Ed. Dr. H. Beck. Section IX in each monthly 
part is a bibliography of Public Finance, and sub-section 2 
deals with Taxation. 

Until August, 1912, the University of Chicago and the Cam¬ 
bridge University issued an English edition, which has now ceased 
to appear. 

Works not in English, French or German have their titles 
translated into German. 

“ Bibliographic Economica Universalis / 9 
Originally issued 5 to 7 times a year, beginning with 1902. 
Bruxelles : Institut I nternational de Bibliographic. Still issuing. 

The plan is similar to that of the “ Bibliography of Social 
Science/' There are now monthly issues, and Public Finance 
appears under the classification number 336, Taxation comes 
under 336,2. 

The original editors were Jules Mandelld and Ervin Szabo, 
but there have been several additions and changes. 

Poole's Index to Periodical Literature* 

Unde?— Tax/' “ Taxes/' and " Taxation." For articles in 
periodicals. iVol I. X815-X899, (In two parts or ^volumes. 
There is an ^abridged ^edition in one^volume.) 

Supplements* r 4 
1st. 1882-1887, 
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Reader’s Guide to Periodical Literature 
H. W. Wilson Co., Minneapolis. 

Vol. I. 1900-1904. 

Vol. II. 1905-1909. 

The Times Index. 
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LIST OF * STUDIES IN 
ECONOMICS & POLITICAL SCIENCE.” 


A Series of Monographs by Lecturers and Students connected with 
the London School of Economics and Political Science. 


Edited by the 

DIRECTOR OF THE LONDON SCHOOL OF ECONOMICS 
AND POLITICAL SCIENCE. 


1. The History ol Local Rates in England. The substance 
of five lectures given at the School in November and .December, 
1895. By Edwin Cannan, M.A., LL.LX, 1896 ; new edition, 
1912 ; xv. and 215 pp., Crown 8vo, cloth. 3s. 6 d. net. 

P. S. King & Son . 

2 . Select Documents Illustrating the History of Trade Unionism. 

L— The Tailoring Trade. By F. W. Gallon. With a 
Preface by Sidney Webb, LL.R. 189b; 242 pp., Crown 8vo, 
cloth. 5s. P. S . King Son. 

3 . German Social Democracy. Six lectures delivered at the 

School in February and March, 189b. By the Hon. Bertrand 
Russell, B.A., late Fellow of Trinity College, Cambridge. With 
an Appendix on Social Democracy and the Woman Ouestion in 
Germany, By AlysRussell, R.A. 189b ; 204 pp., Crown 8vo, 
cloth. 3s. 6 d. P. S. King Son. 

4 . The Referendum in Switzerland. By M. Simon Dkploigx, 

University of Louvain. With a Letter on the Referendum in 
Belgium by M. J. van den Hbuvkl, Professor of International 
Law in the University of Louvain. Translated by C. P. The 
velyan, M.A., Trinity College, Cambridge, and* edited with 
Notes, Introduction, Bibliography, and Appendices, by Lilian 
Tomn (Mrs. Knowles), of Girton College, Cambridge, Research 
Student at the School. 1898 ; x. and 334 pp., (drown Hvo, cloth. 
js. 6 d. P. S\ King <$ Son. 

5 . The Economic Policy of Colbert By A. J. Sakgemt, M.A., 
Senior Hulme Exhibitioner, Brasmose College, Oxford; and 
Whately Prizeman, 1897, Trinity College, Dublin, 1899; viii. 
and 138 pp., Crown 8vo, cloth. * 2$. 6 d. P. S. King df Son. 

6. Local Variations in Wages. (The Adam Smith Prize, Cam¬ 

bridge University, 1898,) By F. W. Lawrence, M.A., Follow 
of Trinity College, Cambridge. 1890 ; viii. and 90 pp., with 
Index and 18 Maps and Diagrams. Ouarto, u in. by K§ in., 
cloth. 86'. 6 d* 'Longmans, Green & Co* 
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7. The Reeeipt Boll of the Exchequer or Michaelmas Term 
of the Thirty-first Year of Henry II (1185). A unique fragment 
transcribed and edited by the Class in Palaeography and Diplo¬ 
matic, under the supervision of the Lecturer, Hubert Hall, 
F.S.A., of H.M. Public Record Office. With thirty-one Fac¬ 
simile Plates in Collotype and Parallel readings from the con¬ 
temporary Pipe Roll. 1899 ; vii. and 37 pp., Folio, 15! in. by 
n| in., in green cloth ; 3 Copies left. Apply to the Director 
of the London School of Economics. 

8. Elements of Statistics. By Arthur L. Bowley, M.A., 
F.S.S., Cobden and Adam Smith Prizeman, Cambridge; Guy 
Silver Medallist of the Royal Statistical Society; Newmarch 
Lecturer, 1897-98. 50 pp., Demy 8vo, cloth, 40 Diagrams. 
T901 ; Third edition, 1907 ; vii. and 366 pp. 10s. 6 d. net. 

P. S. King & Son. 

9. The Place of Compensation in Temperance Reform. By 

C. P. Sanger, M.A., late Fellow of Trinity College, Cambridge, 

Barrister-at-Law. 1901 ; viii. and 136 pp., Crown 8vo, clolh. 
2s. (id. net. P. S. King & Son. 

10. A History of Factory Legislation. By B. L. Hutchins 
and A. Harrison (Mrs. Spencer), B.A., D.Sc. (Econ.), London. 
With a Preface by Sidney Webb, LL.B.: 1903 ; new and revised 
edition, 1911; xvi. and 298 pp., Demy 8vo, cloth. 6s. net. 

P. S. King 6- Son. 

11. The Pipe Roll of the Exchequer of the See of Winchester 
for the Fourth Year of the Episcopate of Peter Des Roches (1207). 
Transcribed and edited from the original Roll in the possession 
of the Ecclesiastical (Commissioners by the Class in Palaeography 
and Diplomatic, under the supervision of the Lecturer, T1 ubkkt 
Hall, F.S.A., of H.M. Public Record Office. With a Frontis¬ 
piece giving a Facsimile of the Roll. 1903 ; xlviii. and 100 pp., 
Folio, 13d in. by 84 in., green cloth. 15s. net 

P. S. King & Son. 

12. Self-Government in Canada and How it was Achieved : 
The Story of Lord Durham’s Report. By F. Bradshaw, B.A., 

D. Sc. (Econ.), London ; Senior Hulme Exhibitioner, Brasenose 
College, Oxford. 1903:414 pp., Demy8vo,cloth. 3s. (id.net. 

P. S. King (i- Son. 

13. History of the Commercial and Financial Relations Be¬ 
tween England and Ireland from the Period of the Restoration. 
By Alice Effie Murray (Mrs. Radicc), D.Sc. (Econ.), former 
Student at Girton College, Cambridge; .Research Student of 
the London School of Economics and Political .Science. 1903 ; 
486 pp.. Demy 8vo, cloth. 3s. 6a!. net. P. S. King <& Son. 
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14. The English Peasantry and the Enclosure of Common Fields. 

By Gilbert Slater, M.A., St. John’s College, Cambridge ; D. Sc. 
(Econ.), London. 1906 ; 337 PP-. Demy 8vo, cloth. 10s. bd. net. 

Constable & Co. 


15 . A History of the English Agricultural Labourer. By Dr. 

W. Hasbach, Professor of Economics in the University of Kiel. 
Translated from the Second Edition (1908) by Ruth Kenyon. 
Introduction by Sidney Webb, LL.B. 1908 ; xvi. and 470 pp., 
Demy 8vo, cloth. 7 s - 61?. net. P- S. King & Son. 

16 . A Colonial Autocracy : New South Wales under Governor 

Macquarie, 1810 - 1821 . By Marion Phillips, B.A., Melbourne, 
D.Sc. (Econ.), London. 1909 ; xxiii. and 336 pp.. Demy »vo, 
cloth. 10s 6 d. net. P- S. King & Son. 

17. India and the Tariff Problem. By H. B. Lees Smith, 
M.A., M.P. 1909 ; 120 pp., Crown 8vo, cloth. 3s. bd. net. 

Constable & Co. 


18. Practical Notes on the Management of Elections. Three 
Lectures delivered at the School in November, 1909, by Ellis I. 
Powell, LL.B. B.Sc. (Econ.), Fellow of the ^Royal Historical 
and Royal Economic Societies, of the Inner Temple, Barrister- 
at-law. 1909 ; 52 pp., 8vo, paper, is. bd. net. 

■ P C k'M-ur tw Smi. 


19. The'Political Development of Japan. By G. E. Uykiiaka, 

B.A., Washington, D.Sc. (Econ.), London, xxiv. and a<j(> pp., 
Demy 8vo, cloth. 1910. 8s. bd. net. Constable or ( o. 

20. National and Local Finance. By J. Watson Grice, 
D.Sc., (Econ.), London. Preface by Sidney Webb, LL.L. iojo ; 
428 pp., Demy 8vo, cloth. 10s. bd. net. 

^ 11 IK S. King <!■? Son. 

21. An Example of Communal Currency. Facts about the 
Guernsey Market-house. By J. Theodore Harris, B.A., with 
an Introduction by Sidney Webb, LL.B. 1911 ; xiv. and bj pp., 
Crown 8vo, cloth, is. bd. net; paper, is. net. 

P. S. King or Son. 

22 . Municipal Origins. History of Private Bill Legislation. 

By F. H. Spencer, LL.B., D.Sc. (Econ.), London ; with a 
preface by Sir Edward Clarke, K.C. iqii ; xi. and 333 pp., 
Demy 8vo, cloth. 10s. bd. net. Constable or < o. 

23 . Seasonal Trades. By Various Authors. With an Intro¬ 

duction by Sidney Webb'. Edited by Sidney Webb, LL.B., 
and Arnold Freeman, M.A. 1912 ; xi. and 4x0 PP--DemySvo, 
cloth. 7s. bd. net. Constable & Co. 
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24 * Grants In Aid. A Criticism and a Proposal. By Sidney 
Webb, LL.B. 1911 ; vli. and 135 pp., Demy Svo, cloth. 5s. net. 

Longmans , Green & Co. 

25* The Panama Canal : A Study In International Law. By 
rL Arias, B.A., LL.D. 1911 ; xiv. and 188 pp., 2 maps, biblio¬ 
graphy, Demy 8vo, cloth. 10s 6 d. net. P. S. King & Son. 

26 . Combination Among Hallway Companies. By W. A. 
Robertson, B.A. 1912 ; 105 pp., Demy 8vo, cloth, is. 6 d. net; 
paper, is. net. Constable & Co . 

% 27 . War and the Private Citizen. Studies In International 

Law. By A. Pearce Higgins, M.A., LL.D.; with Introductory 
Note by the Rt. Hon. Arthur Cohen, K.C. 1912 ; xvi., 200 pp”.. 
Demy 8vo, cloth. 5s. net. P. 5 . King & Son. 

28 * Life in an English Village : an Economic and Historical 
Survey oUhe Parish of Corsley, in Wiltshire. By M. F. Davies. 
1909 ; xiii., 3x9 pp., illustrations, bibliography, Demy 8vo, doth, 
ros, ()d. net. J\ Fisher Unwin . 

29 * English Apprenticeship and Child Labour ; a History. By 
O, Jocelyn Dunlop, I). Sc, (Econ.), London; with a Supple¬ 
mentary Section on the "Modern Problem of Juvenile 1 .ahour, 
by the Author and R. I). Denman, M.P. 1912 ; pp. 300, biblio¬ 
graphy, Demy 8vo, doth. 10s. 6 d. net. 

T. Fisher Unwin. 

^ 30. Origin of Property. By J. St. Lewinski, D.Ec.Sc., 
Brussels, 1913 ; xi. and 71 pp., Demy 8vo, doth, 3.S. (ul. net. 

Constable U Co. 

31. The Modern Tendency towards Industrial Combination 
In some Spheres of British Industry. By. 0. R. Carter, ;\I.A. 

f n the Press , 

32 . Tariffs at Work: an Outline of PnirticalTarifT Adminis¬ 
tration. By John Medley Higginson, B.Sc. (Ivon.), Mitchell 
Student of the Fniversity of London ; Colxlen Prizeman and 
Silver Medallist. 1917, ; ‘150 pp., frown Svo, doth. 2s. net. 

P. S. King dr Son . 

33. English Taxation ; 1640-1799 : an Essay on Policy and 
Opinion, By William Kennedy, M.A., Shaw Research Student 
at the London School of Economics and Political Science, iqrj ; 
200 pp., Demy 8vo, doth. js. (nl. net. G. Util Sons. 

34. Emigration from the United Kingdom to North America, 
1763-1912. By Stanley <\ Johnson, M.A., Cambridge. 1913 ; 
Xvu ami 387 pp., Demy 8vo, (doth. hs. ml 

G. Koutiedge &■ Sons * 



35. The Financing of the Hundred Years’ War. By Schuyler 
B. Terry. 1913 ; xv. and 199 pp.. Demy 8vo, cloth, 6s. net. 

Constable & Co. 

36 . Kinship and Social Organisation. By W. H. R. Rivers, 
M.A., F.R.S., Fellow of St. John’s College, Cambridge. 

In the Press. 

37. Nature and First Principle of Taxation. By Robert 
Jones, B.Sc. (Econ.). Demy 8vo, cloth. 7s. 6 d. net. 

P. S. King & Son. 

Series 0/ Bibliographies by Students of the School. 

1. A Bibliography of Unemployment and the Unemployed. 

By F. Isabel Taylor, B.Sc. (Econ.), London. Preface by 
Sidney Webb, LL.B. 1909 ; xix., 71 pp., Demy 8vo, cloth. 
2 s. net; paper, is. 6d. net. P. S. King 6- Son. 

2. Two Select Bibliographies of Mediaeval Historical Study. 

By Margaret F. Moore, M.A.; with Preface and Appendix, 
by Hubert Hall, F.S.A. 1912 ; 185 pp., Demy 8vo, doth. 
5 s. net. Constable & Co. 

3. Bibliography of Roads. By Dorothy Ballen : an enlarged 
and revised edition of a similar work compiled by Mr. and Mrs. 
Sidney Webb in 1906. Demy 8vo, cloth. 15s. net. 

P. S. King & Son. 

4. A Select Bibliography for the Study, Sources, and Literature 
of English Mediaeval Economic History. Edited by Hubert 
Hall, F.S.A. Demy 8vo, cloth. 5s. net. 

P. S. King & Co. In the Press. 

Series of Geographical Studies. 

1. The Reigate Sheet of the One-inch Ordnance Survey. A 

Study in the Geography of the Surrey Hills. By Ellen Smith. 
Introduction by H. J. Mackinder, M.A., M.P. 1910 ; xix., no 
pp., 6 Maps, 23 Illustrations. Crown 8vo, cloth. 5s. net. 

A. &. C. Black. 

2. The Highlands of South-West Surrey: A Geographical 

Study in Sand and Clay, By E. C. Matthews, ign ; viii. 
and 124 pp., 7 Maps, 8 Illustrations, 8vo, cloth. 5s. net. 

A. & C. Black. 

Series of Contour Maps of Critical Areas . 

1. The Hudson-Mohawk Gap* Prepared by the Diagram 
Company from a map by B. B. Dickinson. 1913 :1 sheet 18 in, 
by 22J in. Scale, 20 miles to 1 inch, 6 L net,! post free 
folded ycl, rolled 9 A t Sifton t Pmei & Co . 
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A. P. C. Griffin. 

Select List of Works Relating to Taxation of Inheritances 
and of Incomes United States and some Foreign Countries. 
Washington. Library of Congress. 1907. 

H. H. B. Meyer. 

Additional References (to above). Washington. Library of 
Congress. 1911. 

Foriescne. Subject Index. British Museum. 

PART II. BIBLIOGRAPHIES OF CURRENT ISSUES 

1 i Bibliographic der Socialwissenschaften ” ; u Bibliography 
of Social Science.” 

Editors, Dr. H. Beck, Berlin, Dr. Chas. Kinzbrunner, London. 
Published in six editions, in the German, French, English, 
Italian, Russian and Hungarian languages, as a monthly journal 
(beginning in January, 1905). The “ parent ” edition is still 
issuing —" 1 * Bibliographic der Socialwissenschaften/' Dresden, 
0 . V. Boehmert, Ed. Dr. H. Beck. Section IX in each monthly 
part is a bibliography of Public Finance, and sub-section 2 
deals with Taxation. 

Until August, 1912, the University of Chicago and the Cam¬ 
bridge University issued an English edition, which has now ceased 
to appear. 

Works not in English, French or German have their titles 
translated into German. 

11 Bibliographia Economica Universalis.” 

Originally issued 5 to 7 times a year, beginning with 1902. 
Bruxelles ; Institut International de Bibliographic. Still issuing. 

The plan is similar to that of the “ Bibliography of Social 
Science/* There are now monthly issues, and Public Finance 
appears under the classification number 336. Taxation comes 
under 336.2. 

The original editors were Jules Mandelld and Ervin Szabo, 
but there have been several additions and changes. 

Poole’s Index to Periodical Literature. 

Under “ Tax/' “ Taxes/' and “ Taxation.” For articles in 
periodicals. 1V0L I. 1815-1899. (In two parts or ^volumes. 
There is an ^abridged ^edition in one^volume.) 

Supplements. T I 
xst. 1882-1887. 
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Reader’s Guide to Periodical Literature. 
H. W. Wilson Co., Minneapolis. 

Vol. I. 1900-1904. 

Vol. II. 1905-1909. 

The Times Index. 


